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Explanation

The Code of Federal Regulations is a codification of the general and permanent
rules published in the Federal Register by the Executive departments and agen-
cies of the Federal Government. The Code is divided into 50 titles which represent
broad areas subject to Federal regulation. Each title is divided into chapters
which usually bear the name of the issuing agency. Each chapter is further sub-
divided into parts covering specific regulatory areas.

Each volume of the Code is revised at least once each calendar year and issued
on a quarterly basis approximately as follows:

Title 1 through Title 16.....ccciiiiiiiiiiiiiiii e enes as of January 1
Title 17 through Title 27 as of April 1
Title 28 through Title 41 ..o as of July 1
Title 42 through Title 50....ccciuiiiiiiiiiiiiii e aens as of October 1

The appropriate revision date is printed on the cover of each volume.
LEGAL STATUS

The contents of the Federal Register are required to be judicially noticed (44
U.S.C. 1507). The Code of Federal Regulations is prima facie evidence of the text
of the original documents (44 U.S.C. 1510).

HOW TO USE THE CODE OF FEDERAL REGULATIONS

The Code of Federal Regulations is kept up to date by the individual issues
of the Federal Register. These two publications must be used together to deter-
mine the latest version of any given rule.

To determine whether a Code volume has been amended since its revision date
(in this case, January 1, 2011), consult the “List of CFR Sections Affected (LSA),”
which is issued monthly, and the “Cumulative List of Parts Affected,” which ap-
pears in the Reader Aids section of the daily Federal Register. These two lists
will identify the Federal Register page number of the latest amendment of any
given rule.

EFFECTIVE AND EXPIRATION DATES

Each volume of the Code contains amendments published in the Federal Reg-
ister since the last revision of that volume of the Code. Source citations for
the regulations are referred to by volume number and page number of the Federal
Register and date of publication. Publication dates and effective dates are usu-
ally not the same and care must be exercised by the user in determining the
actual effective date. In instances where the effective date is beyond the cut-
off date for the Code a note has been inserted to reflect the future effective
date. In those instances where a regulation published in the Federal Register
states a date certain for expiration, an appropriate note will be inserted following
the text.

OMB CONTROL NUMBERS
The Paperwork Reduction Act of 1980 (Pub. L. 96-511) requires Federal agencies
to display an OMB control number with their information collection request.
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Many agencies have begun publishing numerous OMB control numbers as amend-
ments to existing regulations in the CFR. These OMB numbers are placed as
close as possible to the applicable recordkeeping or reporting requirements.

OBSOLETE PROVISIONS

Provisions that become obsolete before the revision date stated on the cover
of each volume are not carried. Code users may find the text of provisions in
effect on a given date in the past by using the appropriate numerical list of
sections affected. For the period before January 1, 2001, consult either the List
of CFR Sections Affected, 1949-1963, 1964-1972, 1973-1985, or 1986-2000, published
in eleven separate volumes. For the period beginning January 1, 2001, a “List
of CFR Sections Affected” is published at the end of each CFR volume.

“[RESERVED]” TERMINOLOGY

The term “[Reserved]” is used as a place holder within the Code of Federal
Regulations. An agency may add regulatory information at a “[Reserved]” loca-
tion at any time. Occasionally “[Reserved]” is used editorially to indicate that
a portion of the CFR was left vacant and not accidentally dropped due to a print-
ing or computer error.

INCORPORATION BY REFERENCE

What is incorporation by reference? Incorporation by reference was established
by statute and allows Federal agencies to meet the requirement to publish regu-
lations in the Federal Register by referring to materials already published else-
where. For an incorporation to be valid, the Director of the Federal Register
must approve it. The legal effect of incorporation by reference is that the mate-
rial is treated as if it were published in full in the Federal Register (6 U.S.C.
562(a)). This material, like any other properly issued regulation, has the force
of law.

What is a proper incorporation by reference? The Director of the Federal Register
will approve an incorporation by reference only when the requirements of 1 CFR
part 51 are met. Some of the elements on which approval is based are:

(a) The incorporation will substantially reduce the volume of material pub-
lished in the Federal Register.

(b) The matter incorporated is in fact available to the extent necessary to
afford fairness and uniformity in the administrative process.

(¢) The incorporating document is drafted and submitted for publication in
accordance with 1 CFR part 51.

What if the material incorporated by reference cannot be found? If you have any
problem locating or obtaining a copy of material listed as an approved incorpora-
tion by reference, please contact the agency that issued the regulation containing
that incorporation. If, after contacting the agency, you find the material is not
available, please notify the Director of the Federal Register, National Archives
and Records Administration, 8601 Adelphi Road, College Park, MD 20740-6001, or
call 202-741-6010.

CFR INDEXES AND TABULAR GUIDES

A subject index to the Code of Federal Regulations is contained in a separate
volume, revised annually as of January 1, entitled CFR INDEX AND FINDING AIDS.
This volume contains the Parallel Table of Authorities and Rules. A list of CFR
titles, chapters, subchapters, and parts and an alphabetical list of agencies pub-
lishing in the CFR are also included in this volume.

An index to the text of “Title 3—The President” is carried within that volume.
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The Federal Register Index is issued monthly in cumulative form. This index
is based on a consolidation of the “Contents” entries in the daily Federal Register.

A List of CFR Sections Affected (ILLSA) is published monthly, keyed to the
revision dates of the 50 CFR titles.

REPUBLICATION OF MATERIAL

There are no restrictions on the republication of material appearing in the
Code of Federal Regulations.

INQUIRIES

For a legal interpretation or explanation of any regulation in this volume,
contact the issuing agency. The issuing agency’s name appears at the top of
odd-numbered pages.

For inquiries concerning CFR reference assistance, call 202-741-6000 or write
to the Director, Office of the Federal Register, National Archives and Records
Administration, 8601 Adelphi Road, College Park, MD 20740-6001 or e-mail
fedreg.info@nara.gov.

SALES

The Government Printing Office (GPO) processes all sales and distribution of
the CFR. For payment by credit card, call toll-free, 866-512-1800, or DC area, 202-
512-1800, M-F 8 a.m. to 4 p.m. e.s.t. or fax your order to 202-512-2104, 24 hours
a day. For payment by check, write to: US Government Printing Office — New
Orders, P.O. Box 979050, St. Louis, MO 63197-9000.

ELECTRONIC SERVICES

The full text of the Code of Federal Regulations, the LSA (List of CFR Sections
Affected), The United States Government Manual, the Federal Register, Public
Laws, Public Papers of the Presidents of the United States, Compilation of Presi-
dential Documents and the Privacy Act Compilation are available in electronic
format via www.ofr.gov. For more information, contact the GPO Customer Con-
tact Center, U.S. Government Printing Office. Phone 202-512-1800, or 866-512-1800
(toll-free). E-mail, gpo@custhelp.com.

The Office of the Federal Register also offers a free service on the National
Archives and Records Administration’s (NARA) World Wide Web site for public
law numbers, Federal Register finding aids, and related information. Connect
to NARA’s web site at www.archives.gov/federal-register.

RAYMOND A. MOSLEY,
Director,

Office of the Federal Register.
January 1, 2011.
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THIS TITLE

Title 12—BANKS AND BANKING is composed of seven volumes. The parts in these
volumes are arranged in the following order: Parts 1-199, 200-219, 220-299, 300—
499, 500-599, part 600-899, and 900-end. The first volume containing parts 1-199
is comprised of chapter I—Comptroller of the Currency, Department of the Treas-
ury. The second and third volumes containing parts 200-299 are comprised of chap-
ter II—Federal Reserve System. The fourth volume containing parts 300-499 is
comprised of chapter III—Federal Deposit Insurance Corporation and chapter
IV—Export-Import Bank of the United States. The fifth volume containing parts
500-599 is comprised of chapter V—Office of Thrift Supervision, Department of
the Treasury. The sixth volume containing parts 600-899 is comprised of chapter
VI—Farm Credit Administration, chapter VII—National Credit Union Adminis-
tration, chapter VIII—Federal Financing Bank. The seventh volume containing
part 900-end is comprised of chapter IX—Federal Housing Finance Board, chapter
XI—Federal Financial Institutions Examination Council, chapter XIV—Farm
Credit System Insurance Corporation, chapter XV—Department of the Treasury,
chapter XVII—Office of Federal Housing Enterprise Oversight, Department of
Housing and Urban Development and chapter XVIII—Community Development
Financial Institutions Fund, Department of the Treasury. The contents of these
volumes represent all of the current regulations codified under this title of the
CFR as of January 1, 2011.

For this volume, Bonnie Fritts was Chief Editor. The Code of Federal Regula-
tions publication program is under the direction of Michael L. White, assisted
by Ann Worley.
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SUBCHAPTER A—BOARD OF GOVERNORS OF THE FEDERAL
RESERVE SYSTEM

PART 200 [RESERVED]

PART 201—EXTENSIONS OF CREDIT
BY FEDERAL RESERVE BANKS
(REGULATION A)

Sec.
201.1
201.2
201.3

Authority, purpose and scope.

Definitions.

Extensions of credit generally.

201.4 Availability and terms of credit.

201.5 Limitations on availability and assess-
ments.

201.51 Interest rates applicable to credit ex-
tended by a Federal Reserve Bank.

INTERPRETATIONS

201.104 Eligibility of consumer loans and fi-
nance company paper.

201.107 Eligibility of demand paper for dis-
count and as security for advances by
Reserve Banks.

201.108 Obligations eligible as collateral for
advances.

201.109 Eligibility for discount of mortgage
company notes.

201.110 Goods held by persons employed by
owner.

AUTHORITY: 12 U.S.C. 248(i)-(j), 343 et seq.,
347a, 34Th, 347c, 348 et seq., 357, 374, 374a, and
461.

SOURCE: 45 FR 54010, Aug. 14, 1980, unless
otherwise noted.

§201.1 Authority, purpose and scope.

(a) Authority. This part is issued
under the authority of sections 10A,
10B, 11(1), 11(j), 13, 13A, 14(d), and 19 of
the Federal Reserve Act (12 U.S.C.
248(1)-(j), 343 et seq., 347a, 347Tb, 347c, 348
et seq., 3b7, 374, 374a, and 461).

(b) Purpose and scope. This part estab-
lishes rules under which a Federal Re-
serve Bank may extend credit to depos-
itory institutions and others. Except as
otherwise provided, this part applies to
United States branches and agencies of
foreign banks that are subject to re-
serve requirements under Regulation D
(12 CFR part 204) in the same manner
and to the same extent as this part ap-
plies to depository institutions. The
Federal Reserve System extends credit
with due regard to the basic objectives
of monetary policy and the mainte-

nance of a sound and orderly financial
system.

[Reg. A, 67 FR 67785, Nov. 7, 2002]

§201.2 Definitions.

For purposes of this part, the fol-
lowing definitions shall apply:

(a) Appropriate federal banking agency
has the same meaning as in section 3 of
the Federal Deposit Insurance Act (FDI
Act) (12 U.S.C. 1813(q)).

(b) Critically undercapitalized insured
depository institution means any insured
depository institution as defined in
section 3 of the FDI Act (12 U.S.C.
1813(c)(2)) that is deemed to be criti-
cally undercapitalized under section 38
of the FDI Act (12 U.S.C. 1831o(b)(1)(E))
and its implementing regulations.

(c)(1) Depository institution means an
institution that maintains reservable
transaction accounts or nonpersonal
time deposits and is:

(1) An insured bank as defined in sec-
tion 3 of the FDI Act (12 U.S.C. 1813(h))
or a bank that is eligible to make ap-
plication to become an insured bank
under section 5 of such act (12 U.S.C.
1815);

(i1) A mutual savings bank as defined
in section 3 of the FDI Act (12 U.S.C.
1813(f)) or a bank that is eligible to
make application to become an insured
bank under section 5 of such act (12
U.S.C. 1815);

(iii) A savings bank as defined in sec-
tion 3 of the FDI Act (12 U.S.C. 1813(2))
or a bank that is eligible to make ap-
plication to become an insured bank
under section 5 of such act (12 U.S.C.
1815);

(iv) An insured credit union as defined
in section 101 of the Federal Credit
Union Act (12 U.S.C. 1752(7)) or a credit
union that is eligible to make applica-
tion to become an insured credit union
pursuant to section 201 of such act (12
U.S.C. 1781);

(v) A member as defined in section 2 of
the Federal Home Loan Bank Act (12
U.S.C. 1422(4)); or

(vi) A savings association as defined in
section 3 of the FDI Act (12 U.S.C.
1813(b)) that is an insured depository



§201.3

institution as defined in section 3 of
the act (12 U.S.C. 1813(c)(2)) or is eligi-
ble to apply to become an insured de-
pository institution under section 5 of
the act (12 U.S.C. 15(a)).

(2) The term depository institution
does not include a financial institution
that is not required to maintain re-
serves under §204.1(c)(4) of Regulation
D (12 CFR 204.1(c)(4)) because it is orga-
nized solely to do business with other
financial institutions, is owned pri-
marily by the financial institutions
with which it does business, and does
not do business with the general pub-
lic.

(d) Transaction account and nonper-
sonal time deposit have the meanings
specified in Regulation D (12 CFR part
204).

(e) Undercapitaliced insured depository
institution means any insured deposi-
tory institution as defined in section 3
of the FDI Act (12 U.S.C. 1813(c)(2))
that:

(1) Is not a critically undercapital-
ized insured depository institution; and

(2)(i) Is deemed to be undercapital-
ized under section 38 of the FDI Act (12
U.S.C. 1831lo(b)(1)(C)) and its imple-
menting regulations; or

(ii) Has received from its appropriate
federal banking agency a composite
CAMELS rating of 5 under the Uniform
Financial Institutions Rating System
(or an equivalent rating by its appro-
priate federal banking agency under a
comparable rating system) as of the
most recent examination of such insti-
tution.

(f) Viable, with respect to a deposi-
tory institution, means that the Board
of Governors or the appropriate federal
banking agency has determined, giving
due regard to the economic conditions
and circumstances in the market in
which the institution operates, that
the institution is not critically under-
capitalized, is not expected to become
critically undercapitalized, and is not
expected to be placed in conservator-
ship or receivership. Although there
are a number of criteria that may be
used to determine viability, the Board
of Governors believes that ordinarily
an undercapitalized insured depository
institution is viable if the appropriate
federal banking agency has accepted a
capital restoration plan for the deposi-
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tory institution under 12 TU.S.C.
18310(e)(2) and the depository institu-
tion is complying with that plan.

[Reg. A, 67 FR 67785, Nov. 7, 2002]

§201.3 Extensions of credit generally.

(a) Advances to and discounts for a de-
pository institution. (1) A Federal Re-
serve Bank may lend to a depository
institution either by making an ad-
vance secured by acceptable collateral
under §201.4 of this part or by dis-
counting certain types of paper. A Fed-
eral Reserve Bank generally extends
credit by making an advance.

(2) An advance to a depository insti-
tution must be secured to the satisfac-
tion of the Federal Reserve Bank that
makes the advance. Satisfactory col-
lateral generally includes TUnited
States government and federal-agency
securities, and, if of acceptable quality,
mortgage notes covering one-to four-
family residences, state and local gov-
ernment securities, and business, con-
sumer, and other customer notes.

(3) If a Federal Reserve Bank con-
cludes that a discount would meet the
needs of a depository institution or an
institution described in section 13A of
the Federal Reserve Act (12 U.S.C. 349)
more effectively, the Reserve Bank
may discount any paper indorsed by
the institution, provided the paper
meets the requirements specified in the
Federal Reserve Act.

(b) No obligation to make advances or
discounts. A Federal Reserve Bank shall
have no obligation to make, increase,
renew, or extend any advance or dis-
count to any depository institution.

(c) Information requirements. (1) Before
extending credit to a depository insti-
tution, a Federal Reserve Bank should
determine if the institution is an
undercapitalized insured depository in-
stitution or a critically undercapital-
ized insured depository institution and,
if so, follow the lending procedures
specified in §201.5.

(2) Each Federal Reserve Bank shall
require any information it believes ap-
propriate or desirable to ensure that
assets tendered as collateral for ad-
vances or for discount are acceptable
and that the borrower uses the credit
provided in a manner consistent with
this part.

(3) Each Federal Reserve Bank shall:



Federal Reserve System

(i) Keep itself informed of the general
character and amount of the loans and
investments of a depository institution
as provided in section 4(8) of the Fed-
eral Reserve Act (12 U.S.C. 301); and

(ii) Consider such information in de-
termining whether to extend credit.

(d) Indirect credit for others. Except for
depository institutions that receive
primary credit as described in §201.4(a),
no depository institution shall act as
the medium or agent of another deposi-
tory institution in receiving Federal
Reserve credit except with the permis-
sion of the Federal Reserve Bank ex-
tending credit.

(e) Credit ratings for Term Asset-
Backed Securities Loan Facility (TALF).
(1) If the Board requires that a TALF
advance, discount, or other extension
of credit be against collateral (other
than commercial mortgage-backed se-
curities) that is rated by one or more
credit rating agencies, the Federal Re-
serve Bank of New York may only ac-
cept the ratings of any credit rating
agency that:

(i) Is registered with the Securities
and Exchange Commission as a Nation-
ally Recognized Statistical Rating Or-
ganization for issuers of asset-backed
securities;

(ii) Has a current and publicly avail-
able rating methodology specific to
asset-backed securities in the par-
ticular TALF asset sector (as defined
in the TALF haircut schedule) for
which it wishes its ratings to be ac-
cepted; and

(iii) Demonstrates that it has suffi-
cient experience to provide credit rat-
ings that would assist in the Federal
Reserve Bank of New York’s risk as-
sessment on the most senior classes of
newly issued asset-backed securities in
the particular TALF asset sector by
having made public or made available
to a paying subscriber base, since Sep-
tember 30, 2006, ratings on at least ten
transactions denominated in U.S. dol-
lars within the particular category to
which the particular TALF asset sector
is assigned as set out below—

(A) Category l—auto, floorplan, and
equipment TALF sectors;

(B) Category 2—credit card and insur-
ance premium finance TALF sectors;

(C) Category 3—mortgage servicing
advances TALF sector; and

§201.4

(D) Category 4—student loans TALF
sector.

(2) For purposes of the requirement
in paragraph (e)(1)(iii) of this section,
ratings on residential mortgage-backed
securities may be included in Category
3 (servicer advances).

(3) The Federal Reserve Bank of New
York may in its discretion review at
any time the eligibility of a credit rat-
ing agency to rate one or more types of
assets being offered as collateral.

(4) Process. (i) Credit rating agencies
that wish to have their ratings accept-
ed for TALF transactions should send a
written notice to the Credit, Invest-
ment, and Payment Risk group of the
Federal Reserve Bank of New York in-
cluding information on the factors list-
ed in paragraph (e)(1) of this section
with respect to each TALF asset sector
for which they wish their ratings to be
accepted.

(ii) The Federal Reserve Bank of New
York will notify the submitter within 5
business days of receipt of a submission
whether additional information needs
to be submitted.

(iii) Within 5 business days of receipt
of all information necessary to evalu-
ate a credit rating agency pursuant to
the factors set out in paragraph (e)(1)
of this section, the Federal Reserve
Bank of New York will notify the cred-
it rating agency regarding its eligi-
bility.

(6) Conditions. The Federal Reserve
Bank of New York may accept credit
ratings under this subsection only from
a credit rating agency that agrees to—

(i) Discuss with the Federal Reserve
its views of the credit risk of any
transaction within the TALF asset sec-
tor that has been submitted to TALF
and upon which the credit rating agen-
cy is being or has been consulted by
the issuer; and

(ii) Provide any information re-
quested by the Federal Reserve for the
purpose of determining that the credit
rating agency continues to meet the
eligibility requirements under para-
graph (e)(1) of this section.

[Reg. A, 67 FR 67786, Nov. 7, 2002, as amended
at 74 FR 65016, Dec. 9, 2009]
§201.4 Availability and terms of credit.

(a) Primary credit. A Federal Reserve
Bank may extend primary credit on a
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very short-term basis, usually over-
night, as a backup source of funding to
a depository institution that is in gen-
erally sound financial condition in the
judgment of the Reserve Bank. Such
primary credit ordinarily is extended
with minimal administrative burden on
the borrower. A Federal Reserve Bank
also may extend primary credit with
maturities up to a few weeks as a
backup source of funding to a deposi-
tory institution if, in the judgment of
the Reserve Bank, the depository insti-
tution is in generally sound financial
condition and cannot obtain such cred-
it in the market on reasonable terms.
Credit extended under the primary
credit program is granted at the pri-
mary credit rate.

(b) Secondary credit. A Federal Re-
serve Bank may extend secondary cred-
it on a very short-term basis, usually
overnight, as a backup source of fund-
ing to a depository institution that is
not eligible for primary credit if, in the
judgment of the Reserve Bank, such a
credit extension would be consistent
with a timely return to a reliance on
market funding sources. A Federal Re-
serve Bank also may extend longer-
term secondary credit if the Reserve
Bank determines that such credit
would facilitate the orderly resolution
of serious financial difficulties of a de-
pository institution. Credit extended
under the secondary credit program is
granted at a rate above the primary
credit rate.

(c) Seasonal credit. A Federal Reserve
Bank may extend seasonal credit for
periods longer than those permitted
under primary credit to assist a small-
er depository institution in meeting
regular needs for funds arising from ex-
pected patterns of movement in its de-
posits and loans. An interest rate that
varies with the level of short-term
market interest rates is applied to sea-
sonal credit.

(1) A Federal Reserve Bank may ex-
tend seasonal credit only if:

(i) The depository institution’s sea-
sonal needs exceed a threshold that the
institution is expected to meet from
other sources of liquidity (this thresh-
old is calculated as a certain percent-
age, established by the Board of Gov-
ernors, of the institution’s average
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total deposits in the preceding calendar
year); and

(ii) The Federal Reserve Bank is sat-
isfied that the institution’s qualifying
need for funds is seasonal and will per-
sist for at least four weeks.

(2) The Board may establish special
terms for seasonal credit when deposi-
tory institutions are experiencing un-
usual seasonal demands for credit in a
period of liquidity strain.

(d) Emergency credit for others. In un-
usual and exigent circumstances and
after consultation with the Board of
Governors, a Federal Reserve Bank
may extend credit to an individual,
partnership, or corporation that is not
a depository institution if, in the judg-
ment of the Federal Reserve Bank,
credit is not available from other
sources and failure to obtain such cred-
it would adversely affect the economy.
If the collateral used to secure emer-
gency credit consists of assets other
than obligations of, or fully guaranteed
as to principal and interest by, the
United States or an agency thereof,
credit must be in the form of a dis-
count and five or more members of the
Board of Governors must affirmatively
vote to authorize the discount prior to
the extension of credit. Emergency
credit will be extended at a rate above
the highest rate in effect for advances
to depository institutions.

(e) Term auction facility. (1) A Federal
Reserve Bank may make an advance to
a depository institution pursuant to an
auction conducted under this para-
graph and at the rate specified in
§201.51(e) if, in the judgment of the Re-
serve Bank, the depository institution
is in generally sound financial condi-
tion and is expected to remain in that
condition during the term of the ad-
vance. An auction under this paragraph
shall be conducted subject to such con-
ditions, including conditions regarding
the participants, size and duration of
the facility, minimum bid amount,
maximum bid amount, term of ad-
vance, minimum bid rate, use of pro-
ceeds, and schedule of auction dates, as
the Board may establish from time to
time in connection with the term auc-
tion facility. The Board may appoint
one or more Reserve Banks or others to
conduct the auction.
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(2) Authorization for the term auc-
tion facility established by §201.4(e)(1)
shall expire on such date as set by the
Board.

[Reg. A, 67 FR 67786, Nov. 7, 2002, as amended
at 72 FR 71203, Dec. 17, 2007]

§201.5 Limitations on availability and
assessments.

(a) Lending to undercapitaliced insured
depository institutions. A Federal Re-
serve Bank may make or have out-
standing advances to or discounts for a
depository institution that it knows to
be an undercapitalized insured deposi-
tory institution, only:

(1) If, in any 120-day period, advances
or discounts from any Federal Reserve
Bank to that depository institution are
not outstanding for more than 60 days
during which the institution is an
undercapitalized insured depository in-
stitution; or

(2) During the 60 calendar days after
the receipt of a written certification
from the chairman of the Board of Gov-
ernors or the head of the appropriate
federal banking agency that the bor-
rowing depository institution is viable;
or

(3) After consultation with the Board
of  Governors. In unusual cir-
cumstances, when prior consultation
with the Board is not possible, a Fed-
eral Reserve Bank should consult with
the Board as soon as possible after ex-
tending credit that requires consulta-
tion under this paragraph (a)(3).

(b) Lending to critically undercapital-
ized insured depository institutions. A
Federal Reserve Bank may make or
have outstanding advances to or dis-
counts for a depository institution that
it knows to be a critically under-
capitalized insured depository institu-
tion only:

(1) During the 5-day period beginning
on the date the institution became a
critically undercapitalized insured de-
pository institution; or

(2) After consultation with the Board
of Governors. In unusual cir-
cumstances, when prior consultation
with the Board is not possible, a Fed-
eral Reserve Bank should consult with
the Board as soon as possible after ex-
tending credit that requires consulta-
tion under this paragraph (b)(2).

§201.51

(c) Assessments. The Board of Gov-
ernors will assess the Federal Reserve
Banks for any amount that the Board
pays to the FDIC due to any excess loss
in accordance with section 10B(b) of
the Federal Reserve Act. Each Federal
Reserve Bank shall be assessed that
portion of the amount that the Board
of Governors pays to the FDIC that is
attributable to an extension of credit
by that Federal Reserve Bank, up to 1
percent of its capital as reported at the
beginning of the calendar year in which
the assessment is made. The Board of
Governors will assess all of the Federal
Reserve Banks for the remainder of the
amount it pays to the FDIC in the
ratio that the capital of each Federal
Reserve Bank bears to the total capital
of all Federal Reserve Banks at the be-
ginning of the calendar year in which
the assessment is made, provided, how-
ever, that if any assessment exceeds 50
percent of the total capital and surplus
of all Federal Reserve Banks, whether
to distribute the excess over such 50
percent shall be made at the discretion
of the Board of Governors.

[Reg. A, 67 FR 67787, Nov. 7, 2002]

§201.51 Interest rates applicable to
credit extended by a Federal Re-
serve Bank.!

(a) Primary credit. The interest rates
for primary credit provided to deposi-
tory institutions under §201.4(a) are:

Federal Reserve Bank Rate Effective

1The primary,

Boston
New York ....

0.75 | February 19, 2010.
0.75 | February 19, 2010.

Philadelphia 0.75 | February 19, 2010.
Cleveland .... 0.75 | February 19, 2010.
Richmond 0.75 | February 19, 2010.
Atlanta .... 0.75 | February 19, 2010.
Chicago .. 0.75 | February 19, 2010.
St. Louis . 0.75 | February 19, 2010.
Minneapolis 0.75 | February 19, 2010.
Kansas City 0.75 | February 19, 2010.
Dallas .......... 0.75 | February 19, 2010.

San Francisco 0.75 | February 19, 2010.

(b) Secondary credit. The interest
rates for secondary credit provided to
depository institutions under 201.4(b)
are:

secondary, and seasonal
credit rates described in this section apply to
both advances and discounts made under the
primary, secondary, and seasonal credit pro-
grams, respectively.
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Federal Reserve Bank Rate Effective
Boston 1.25 | February 19, 2010.
New York . 1.25 | February 19, 2010.
Philadelphia 1.25 | February 19, 2010.
Cleveland . 1.25 | February 19, 2010.
Richmond 1.25 | February 19, 2010.
Atlanta . 1.25 | February 19, 2010.
Chicago 1.25 | February 19, 2010.
St. Louis .. 1.25 | February 19, 2010.
Minneapolis 1.25 | February 19, 2010
Kansas City 1.25 | February 19, 2010.
Dallas .......... 1.25 | February 19, 2010.
San Francisco ... 1.25 | February 19, 2010.

(c) Seasonal credit. The rate for sea-
sonal credit extended to depository in-
stitutions under §201.4(c) is a flexible
rate that takes into account rates on
market sources of funds.

(d) Primary credit rate in a financial
emergency. (1) The primary credit rate
at a Federal Reserve Bank is the target
federal funds rate of the Federal Open
Market Committee if:

(i) In a financial emergency the Re-
serve Bank has established the primary
credit rate at that rate; and

(ii) The Chairman of the Board of
Governors (or, in the Chairman’s ab-
sence, his authorized designee) certifies
that a quorum of the Board is not
available to act on the Reserve Bank’s
rate establishment.

(2) For purposes of this paragraph (d),
a financial emergency is a significant
disruption to the U.S. money markets
resulting from an act of war, military
or terrorist attack, natural disaster, or
other catastrophic event.

(e) Term auction facility. The interest
rate on advances to depository institu-
tions made pursuant to an auction
under §201.4(e) is the rate at which all
bids at that auction may be fulfilled,
up to the maximum auction amount
and subject to any minimum bid rate
and other conditions as set by the
Board.

[Reg. A, 67 FR 67787, Nov. 7, 2002]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §201.51, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.

INTERPRETATIONS

§201.104 Eligibility of consumer loans
and finance company paper.

(a) The Board of Governors has clari-
fied and modified its position with re-
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spect to the eligibility of consumer
loans and finance company paper for
discount with and as collateral for ad-
vances by the reserve banks.

(b) Section 13, paragraph 2, of the
Federal Reserve Act authorizes a Fed-
eral Reserve Bank, under certain con-
ditions, to discount for member banks

* % % potes, drafts, and bills of exchange
arising out of actual commercial trans-
actions; that is, notes, drafts, and bills of ex-
change issued or drawn for agricultural, in-
dustrial, or commercial purposes, or the pro-
ceeds of which have been used, or are to be
used, for such purposes, the Board of Gov-
ernors of the Federal Reserve System to
have the right to determine or define the
character of the paper thus eligible for dis-
count, within the meaning of this Act.

(c) It continues to be the opinion of
the Board that borrowing for the pur-
pose of purchasing goods is borrowing
for a commercial purpose, whether the
borrower intends to use the goods him-
self or to resell them. Hence, loans
made to enable consumers to purchase
automobiles or other goods should be
included under commercial, agricul-
tural, and industrial paper within the
meaning of the Federal Reserve Act,
and as such are eligible for discounting
with the Reserve Banks and as security
for advances from the Reserve Banks
under section 13, paragraph 8, of the
Federal Reserve Act as long as they
conform to requirements with respect
to maturity and other matters. This
applies equally to loans made directly
by banks to consumers and to paper ac-
cepted by banks from dealers or fi-
nance companies. It also applies to
notes of finance companies themselves
as long as the proceeds of such notes
are used to finance the purchase of con-
sumer goods or for other purposes
which are eligible within the meaning
of the Federal Reserve Act.

(d) If there is any question as to
whether the proceeds of a note of a fi-
nance company have been or are to be
used for a commercial, agricultural, or
industrial purpose, a financial state-
ment of the finance company reflecting
an excess of notes receivable which ap-
pear eligible for rediscount (without
regard to maturity) over total current
liabilities (i.e., notes due within 1 year)
may be taken as an indication of eligi-
bility. Where information is lacking as
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to whether direct consumer loans by a
finance company are for eligible pur-
poses, it may be assumed that 50 per-
cent of such loans are “notes receivable
which appear eligible for rediscount”.
In addition, that language should be re-
garded as including notes given for the
purchase of mobile homes that are ac-
quired by a finance company from a
dealer-seller of such homes.

(e) The principles stated above apply
not only to notes of a finance company
engaged in making consumer loans but
also to notes of a finance company en-
gaged in making loans for other eligi-
ble purposes, including business and
agricultural loans. Under section 13a of
the Federal Reserve Act, paper rep-
resenting loans to finance the produc-
tion, marketing, and carrying of agri-
cultural products or the breeding, rais-
ing, fattening, or marketing of live-
stock is eligible for discount if the
paper has a maturity of not exceeding
9 months. Consequently, a note of a fi-
nance company the proceeds of which
are used by it to make loans for such
purposes is eligible for discount or as
security for a Federal Reserve advance,
and such a note, unlike the note of a fi-
nance company making consumer
loans, may have a maturity of up to 9
months.

[37 FR 4701, Mar. 4, 1972]

§201.107 Eligibility of demand paper
for discount and as security for ad-
vances by Reserve Banks.

(a) The Board of Governors has re-
considered a ruling made in 1917 that
demand notes are ineligible for dis-
count under the provisions of the Fed-
eral Reserve Act. (1917 Federal Reserve
Bulletin 378.)

(b) The basis of that ruling was the
provision in the second paragraph of
section 13 of the Federal Reserve Act
that notes, drafts, and bills of exchange
must have a maturity at the time of
discount of not more than 90 days, ex-
clusive of grace. The ruling stated that

a demand note or bill is not eligible under
the provisions of the act, since it is not in
terms payable within the prescribed 90 days,
but, at the option of the holder, may not be
presented for payment until after that time.

(c) It is well settled as a matter of
law, however, that demand paper is due
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and payable on the date of its issue.
The generally accepted legal view is
stated in Beutel’s Brannan on Nego-
tiable Instruments Law, at page 305, as
follows:

The words on demand serve the same pur-
pose as words making instruments payable
at a specified time. They fix maturity of the
obligation and do not make demand nec-
essary, but mean that the instrument is due,
payable and matured when made and deliv-
ered.

(d) Accordingly, the Board has con-
cluded that, since demand paper is due
and payable on the date of its issue, it
satisfies the maturity requirements of
the statute. Demand paper which oth-
erwise meets the eligibility require-
ments of the Federal Reserve Act and
this part Regulation A, therefore, is el-
igible for discount and as security for
advances by Reserve Banks.

[31 FR 5443, Apr. 16, 1966]

§201.108 Obligations eligible as collat-
eral for advances.

(a) Section 3(a) of Pub. L. 90-505, ap-
proved September 21, 1968, amended the
eighth paragraph of section 13 of the
Federal Reserve Act (12 U.S.C. 347) to
authorize advances thereunder to mem-
ber banks “secured by such obligations
as are eligible for purchase under sec-
tion 14(b) of this Act.” The relevant
part of such paragraph had previously
referred only to
“‘notes * * * eligible * * * for pur-
chase”, which the Board had construed
as not including obligations generally
regarded as securities. (See 1962 Fed-
eral Reserve Bulletin 690, §201.103(d).)

(b) Under section 14(b) direct obliga-
tions of, and obligations fully guaran-
teed as to principal and interest by, the
United States are eligible for purchase
by Reserve Banks. Such obligations in-
clude certificates issued by the trust-
ees of Penn Central Transportation Co.
that are fully guaranteed by the Sec-
retary of Transportation. Under sec-
tion 14(b) direct obligations of, and ob-
ligations fully guaranteed as to prin-
cipal and interest by, any agency of the
United States are also eligible for pur-
chase by Reserve Banks. Following are
the principal agency obligations eligi-
ble as collateral for advances:

(1) Federal Intermediate Credit Bank
debentures;
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(2) Federal Home Loan Bank notes
and bonds;

(3) Federal Land Bank bonds;

(4) Bank for Cooperative debentures;

(5) Federal National Mortgage Asso-
ciation notes, debentures and guaran-
teed certificates of participation;

(6) Obligations of or fully guaranteed
by the Government National Mortgage
Association;

(7) Merchant Marine bonds;

(8) Export-Import Bank notes and
guaranteed participation certificates;

(9) Farmers Home Administration in-
sured notes;

(10) Notes fully guaranteed as to
principal and interest by the Small
Business Administration;

(11) Federal Housing Administration
debentures;

(12) District of Columbia Armory
Board bonds;

(13) Tennessee
bonds and notes;

(14) Bonds and notes of local urban
renewal or public housing agencies
fully supported as to principal and in-
terest by the full faith and credit of the
United States pursuant to section 302
of the Housing Act of 1961 (42 U.S.C.
1421a(c), 1452(c)).

(15) Commodity Credit Corporation
certificates of interest in a price-sup-
port loan pool.

(16) Federal Home Loan Mortgage
Corporation notes, debentures, and
guaranteed certificates of participa-
tion.

(17) U.S. Postal Service obligations.

(18) Participation certificates evi-
dencing undivided interests in purchase
contracts entered into by the General
Services Administration.

(19) Obligations entered into by the
Secretary of Health, Education, and
Welfare under the Public Health Serv-
ice Act, as amended by the Medical Fa-
cilities Construction and Moderniza-
tion Amendments of 1970.

(20) Obligations guaranteed by the
Overseas Private Investment Corp.,
pursuant to the provisions of the For-
eign Assistance Act of 1961, as amend-
ed.

(c) Nothing less than a full guarantee
of principal and interest by a Federal
agency will make an obligation eligi-
ble. For example, mortgage loans in-
sured by the Federal Housing Adminis-

Valley Authority
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tration are not eligible since the insur-
ance contract is not equivalent to an
unconditional guarantee and does not
fully cover interest payable on the
loan. Obligations of international insti-
tutions, such as the Inter-American
Development Bank and the Inter-
national Bank for Reconstruction and
Development, are also not eligible,
since such institutions are not agencies
of the United States.

(d) Also eligible for purchase under
section 14(b) are “bills, notes, revenue
bonds, and warrants with a maturity
from date of purchase of not exceeding
6 months, issued in anticipation of the
collection of taxes or in anticipation of
the receipt of assured revenues by any
State, county, district, political sub-
division, or municipality in the conti-
nental United States, including irriga-
tion, drainage and reclamation dis-
tricts.”® In determining the eligibility
of such obligations as collateral for ad-
vances, but the Reserve Bank will sat-
isfy itself that sufficient tax or other
assured revenues earmarked for pay-
ment of such obligations will be avail-
able for that purpose at maturity, or
within 6 months from the date of the
advance if no maturity is stated. Pay-
ments due from Federal, State or other
governmental units may, in the Re-
serve Bank’s discretion, be regarded as
“other assured revenues”; but neither
the proceeds of a prospective issue of
securities nor future tolls, rents or
similar collections for the voluntary
use of government property for non-
governmental purposes will normally
be so regarded. Obligations with origi-
nal maturities exceeding 1 year would
not ordinarily be self-liquidating as
contemplated by the statute, unless at
the time of issue provision is made for
a redemption or sinking fund that will
be sufficient to pay such obligations at
maturity.

[Reg. A, 33 FR 17231, Nov. 21, 1968, as amend-
ed at 34 FR 1113, Jan. 24, 1969; 34 FR 6417,
Apr. 12, 1969; 36 FR 8441, May 6, 1971; 37 FR
24105, Nov. 14, 1972; 43 FR 53709, Nov. 17, 1978;
58 FR 68515, Dec. 28, 1993]

2[Reserved]

3Paragraph 3 of section 1 of the Federal
Reserve Act (12 U.S.C. 221) defines the conti-
nental United States to mean “the States of
the United States and the District of Colum-
bia”, thus including Alaska and Hawaii.
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§201.109 Eligibility for discount of
mortgage company notes.

(a) The question has arisen whether
notes issued by mortgage banking com-
panies to finance their acquisition and
temporary holding of real estate mort-
gages are eligible for discount by Re-
serve Banks.

(b) Under section 13 of the Federal
Reserve Act the Board has authority to
define what are “agricultural, indus-
trial, or commercial purposes”, which
is the statutory criterion for deter-
mining the eligibility of notes and
drafts for discount. However, such defi-
nition may not include paper “covering
merely investments or issued or drawn
for the purpose of carrying or trading
in stocks, bonds, or other investment
securities”.

(c) The legislative history of section
13 suggests that Congress intended to
make eligible for discount “any paper
drawn for a legitimate business pur-
pose of any kind”¢ and that the Board,
in determining what paper is eligible,
should place a “broad and adaptable
construction”® upon the terms in sec-
tion 13. It may also be noted that Con-
gress apparently considered paper
issued to carry investment securities
as paper issued for a “commercial pur-
pose”, since it specifically prohibited
the Board from making such paper eli-
gible for discount. If “commercial” is
broad enough to encompass investment
banking, it would also seem to include
mortgage banking.

(d) In providing for the discount of
commercial paper by Reserve Banks,
Congress obviously intended to facili-
tate the current financing of agri-
culture, industry, and commerce, as
opposed to long-term investment.® In
the main, trading in stocks and bonds
is investment-oriented; most securities
transactions do not directly affect the
production or distribution of goods and
services. Mortgage banking, on the
other hand, is essential to the con-
struction industry and thus more
closely related to industry and com-

4House Report No. 69, 63d Cong., p. 48.

550 Cong. Rec. 4675 (1913) (remarks of Rep.
Phelan).

650 Cong. Rec. 5021 (1913) (remarks of Rep.
Thompson of Oklahoma); 50 Cong. Rec. 4731-
32 (1913) (remarks of Rep. Borland).
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merce. Although investment bankers
also perform similar functions with re-
spect to newly issued securities, Con-
gress saw fit to deny eligibility to all
paper issued to finance the carrying of
securities. Congress did not distinguish
between newly issued and outstanding
securities, perhaps covering the larger
area in order to make certain that the
area of principal concern (i.e., trading
in outstanding stocks and bonds) was
fully included. Speculation was also a
major Congressional concern, but spec-
ulation is not a material element in
mortgage banking operations. Mort-
gage loans would not therefore seem to
be within the purpose underlying the
exclusions from eligibility in section
13.

(e) Section 201.3(a) provides that a
negotiable note maturing in 90 days or
less is not eligible for discount if the
proceeds are used “for permanent or
fixed investments of any kind, such as
land, buildings or machinery, or for
any other fixed capital purpose”. How-
ever, the proceeds of a mortgage com-
pany’s commercial paper are not used
by it for any permanent or fixed cap-
ital purpose, but only to carry tempo-
rarily an inventory of mortgage loans
pending their “packaging” for sale to
permanent investors that are usually
recurrent customers.

(f) In view of the foregoing consider-
ations the Board concluded that notes
issued to finance such temporary
“warehousing” of real estate mortgage
loans are notes issued for an industrial
or commercial purpose, that such
mortgage loans do not constitute “in-
vestment securities”, as that term is
used in section 13, and that the tem-
porary holding of such mortgages in
these circumstances is not a perma-
nent investment by the mortgage
banking company. Accordingly, the
Board held that notes having not more
than 90 days to run which are issued to
finance the temporary holding of mort-
gage loans are eligible for discount by
Reserve Banks.

[356 FR 527, Jan. 15, 1970, as amended at 58 FR
68515, Dec. 28, 1993]

§201.110 Goods held by persons em-
ployed by owner.

(a) The Board has been asked to re-

view an Interpretation it issued in 1933
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concerning the eligibility for redis-
count by a Federal Reserve Bank of
bankers’ acceptances issued against
field warehouse receipts where the cus-
todian of the goods is a present or
former employee of the borrower.
[11445 Published Interpretations, 1933
BULLETIN 188] The Board determined
at that time that the acceptances were
not eligible because such receipts do
not comply with the requirement of
section 13 of the Federal Reserve Act
that a banker’s acceptance be “secured
at the time of acceptance by a ware-
house receipt or other such document
conveying or securing title covering read-
ily marketable staples,” nor with the
requirement of section XI of the
Board’s Regulation A that it be “se-
cured at the time of acceptance by a
warehouse, terminal, or other similar
receipt, conveying security title to
such staples, issued by a party inde-
pendent of the customer.”

The requirement that the receipt be
“issued by a party independent of the
customer” was deleted from Regulation
A in 1973, and thus the primary issue
for the Board’s consideration is wheth-
er a field warehouse receipt is a docu-
ment “securing title” to readily mar-
ketable staples.

(b) While bankers’ acceptances se-
cured by field warehouse receipts are
rarely offered for rediscount or as col-
lateral for an advance, the issue of
“eligibility” is still significant. If an in-
eligible acceptance is discounted and
then sold by a member bank, the pro-
ceeds are deemed to be “deposits” under
§204.1(f) of Regulation D and are sub-
ject to reserve requirements.

(¢) In reviewing this matter, the
Board has taken into consideration the
changes that have occurred in commer-
cial law and practice since 1933. Modern
commercial law, embodied in the Uni-
form Commercial Code, refers to “per-
fecting security interests” rather than
“securing title” to goods. The Board be-
lieves that if, under State law, the
issuance of a field warehouse receipt
provides the lender with a perfected se-
curity interest in the goods, the receipt
should be regarded as a document “se-
curing title” to goods for the purposes
of section 13 of the Federal Reserve
Act. It should be noted, however, that
the mere existence of a perfected secu-
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rity interest alone is not sufficient; the
Act requires that the acceptance be se-
cured by a warehouse receipt or its
equivalent.

(d) Under the U.C.C., evidence of an
agreement between the secured party
and the debtor must exist before a se-
curity interest can attach. [U.C.C. sec-
tion 9-202.] This agreement may be evi-
dence by: (1) A written security agree-
ment signed by the debtor, or (2) the
collateral being placed in the posses-
sion of the secured party or his agent
[U.C.C. section 9-203]. Generally, a se-
curity interest is perfected by the fil-
ing of a financing statement, [U.C.C.
section 9-302.] However, if the collat-
eral is in the possession of a bailee,
then perfection can be achieved by:

(1) Having warehouse receipts issued
in the name of the secured party; (2)
notifying the bailee of the secured par-
ty’s interest; or (3) having a financing
statement filed. [U.C.C. section 9-
304(3).]

(e) If the field warehousing operation
is properly conducted, a security inter-
est in the goods is perfected when a
warehouse receipt is issued in the name
of the secured party (the lending bank).
Therefore, warehouse receipts issued
pursuant to a bona fide field
warehousing operation satisfy the legal
requirements of section 13 of the Fed-
eral Reserve Act. Moreover, in a prop-
erly conducted field warehousing oper-
ation, the warehouse manager will be
trained, bonded, supervised and audited
by the field warehousing company.
This procedure tends to insure that he
will not be impermissibly controlled by
his former (or sometimes present) em-
ployer, the borrower, even though he
may look to the borrower for reem-
ployment at some future time. A pru-
dent lender will, of course, carefully re-
view the field warehousing operation to
ensure that stated procedures are satis-
factory and that they are actually
being followed. The lender may also
wish to review the field warehousing
company’s fidelity bonds and legal li-
ability insurance policies to ensure
that they provide satisfactory protec-
tion to the lender.

(f) If the warehousing operation is
not conducted properly, however, and
the manager remains under the control
of the borrower, the security interest
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may be lost. Consequently, the lender
may wish to require a written security
agreement and the filing of a financing
statement to insure that the lender
will have a perfected security interest
even if it is later determined that the
field warehousing operation was not
properly conducted. It should be noted
however, that the Federal Reserve Act
clearly requires that the bankers’ ac-
ceptance be secured by a warehouse re-
ceipt in order to satisfy the require-
ments of eligibility, and a written se-
curity agreement and a filed financing
statement, while desirable, cannot
serve as a substitute for a warehouse
receipt.

(g) This Interpretation is based on
facts that have been presented in re-
gard to field warehousing operations
conducted by established, professional
field warehouse companies, and it does
not necessarily apply to all field
warehousing operations. Thus 91430
and 91440 of the Published Interpreta-
tions [1918 BULLETIN 31 and 1918 BUL-
LETIN 862] maintain their validity
with regard to corporations formed for
the purpose of conducting limited field
warehousing operations. Furthermore,
the prohibition contained in {1435 Pub-
lished Interpretations [1918 BULLETIN
634] that “the borrower shall not have
access to the premises and shall exer-
cise no control over the goods stored”
retains its validity, except that access
for inspection purposes is still per-
mitted under 91450 [1926 BULLETIN
666]. The purpose for the acceptance
transaction must be proper and cannot
be for speculation [§1400, 1919 BUL-
LETIN 858] or for the purpose of fur-
nishing working capital [§1405, 1922
BULLETIN 52].

(h) This interpretation suspersedes
only the previous 91445 of the Pub-
lished Interpretations [1933 BULLETIN
188], and is not intended to affect any
other Board Interpretation regarding
field warehousing.

(12 U.S.C. 342 et seq.)
[43 FR 21434, May 18, 1978]
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PART 202—EQUAL CREDIT OPPOR-
TUNITY ACT (REGULATION B)
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penalties and

§202.1 Authority, scope and purpose.

(a) Authority and scope. This regula-
tion is issued by the Board of Gov-
ernors of the Federal Reserve System
pursuant to title VII (Equal Credit Op-
portunity Act) of the Consumer Credit
Protection Act, as amended (15 U.S.C.
1601 et seq.). Except as otherwise pro-
vided herein, this regulation applies to
all persons who are creditors, as de-
fined in §202.2(1). Information collec-
tion requirements contained in this
regulation have been approved by the
Office of Management and Budget
under the provisions of 44 U.S.C. 3501 et
seq. and have been assigned OMB No.
7100-0201.

(b) Purpose. The purpose of this regu-
lation is to promote the availability of
credit to all creditworthy applicants
without regard to race, color, religion,
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national origin, sex, marital status, or
age (provided the applicant has the ca-
pacity to contract); to the fact that all
or part of the applicant’s income de-
rives from a public assistance program;
or to the fact that the applicant has in
good faith exercised any right under
the Consumer Credit Protection Act.
The regulation prohibits creditor prac-
tices that discriminate on the basis of
any of these factors. The regulation
also requires creditors to notify appli-
cants of action taken on their applica-
tions; to report credit history in the
names of both spouses on an account;
to retain records of credit applications;
to collect information about the appli-
cant’s race and other personal charac-
teristics in applications for certain
dwelling-related loans; and to provide
applicants with copies of appraisal re-
ports used in connection with credit
transactions.

§202.2 Definitions.

For the purposes of this regulation,
unless the context indicates otherwise,
the following definitions apply.

(a) Account means an extension of
credit. When employed in relation to
an account, the word use refers only to
open-end credit.

(b) Act means the Equal Credit Op-
portunity Act (title VII of the Con-
sumer Credit Protection Act).

(c) Adverse action. (1) The term
means:

(i) A refusal to grant credit in sub-
stantially the amount or on substan-
tially the terms requested in an appli-
cation unless the creditor makes a
counteroffer (to grant credit in a dif-
ferent amount or on other terms) and
the applicant uses or expressly accepts
the credit offered;

(ii) A termination of an account or
an unfavorable change in the terms of
an account that does not affect all or
substantially all of a class of the credi-
tor’s accounts; or

(iii) A refusal to increase the amount
of credit available to an applicant who
has made an application for an in-
crease.

(2) The term does not include:

(i) A change in the terms of an ac-
count expressly agreed to by an appli-
cant.
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(ii) Any action or forbearance relat-
ing to an account taken in connection
with inactivity, default, or delinquency
as to that account;

(iii) A refusal or failure to authorize
an account transaction at point of sale
or loan, except when the refusal is a
termination or an unfavorable change
in the terms of an account that does
not affect all or substantially all of a
class of the creditor’s accounts, or
when the refusal is a denial of an appli-
cation for an increase in the amount of
credit available under the account;

(iv) A refusal to extend credit be-
cause applicable law prohibits the cred-
itor from extending the credit re-
quested; or

(v) A refusal to extend credit because
the creditor does not offer the type of
credit or credit plan requested.

(3) An action that falls within the
definition of both paragraphs (c)(1) and
(c)(2) of this section is governed by
paragraph (c¢)(2) of this section.

(d) Age refers only to the age of nat-
ural persons and means the number of
fully elapsed years from the date of an
applicant’s birth.

(e) Applicant means any person who
requests or who has received an exten-
sion of credit from a creditor, and in-
cludes any person who is or may be-
come contractually liable regarding an
extension of credit. For purposes of
§202.7(d), the term includes guarantors,
sureties, endorsers, and similar parties.

(f) Application means an oral or writ-
ten request for an extension of credit
that is made in accordance with proce-
dures used by a creditor for the type of
credit requested. The term application
does not include the use of an account
or line of credit to obtain an amount of
credit that is within a previously es-
tablished credit limit. A completed ap-
plication means an application in con-
nection with which a creditor has re-
ceived all the information that the
creditor regularly obtains and con-
siders in evaluating applications for
the amount and type of credit re-
quested (including, but not limited to,
credit reports, any additional informa-
tion requested from the applicant, and
any approvals or reports by govern-
mental agencies or other persons that
are necessary to guarantee, insure, or
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provide security for the credit or col-
lateral). The creditor shall exercise
reasonable diligence in obtaining such
information.

(g) Business credit refers to extensions
of credit primarily for business or com-
mercial (including agricultural) pur-
poses, but excluding extensions of cred-
it of the types described in §202.3(a)-
().

(h) Consumer credit means credit ex-
tended to a natural person primarily
for personal, family, or household pur-
poses.

(i) Contractually liable means ex-
pressly obligated to repay all debts
arising on an account by reason of an
agreement to that effect.

(j) Credit means the right granted by
a creditor to an applicant to defer pay-
ment of a debt, incur debt and defer its
payment, or purchase property or serv-
ices and defer payment therefor.

(k) Credit card means any card, plate,
coupon book, or other single credit de-
vice that may be used from time to
time to obtain money, property, or
services on credit.

(1) Creditor means a person who, in
the ordinary course of business, regu-
larly participates in a credit decision,
including setting the terms of the cred-
it. The term creditor includes a credi-
tor’s assignee, transferee, or subrogee
who so participates. For purposes of
§202.4(a) and (b), the term creditor also
includes a person who, in the ordinary
course of business, regularly refers ap-
plicants or prospective applicants to
creditors, or selects or offers to select
creditors to whom requests for credit
may be made. A person is not a cred-
itor regarding any violation of the Act
or this regulation committed by an-
other creditor unless the person knew
or had reasonable notice of the act,
policy, or practice that constituted the
violation before becoming involved in
the credit transaction. The term does
not include a person whose only par-
ticipation in a credit transaction in-
volves honoring a credit card.

(m) Credit transaction means every as-
pect of an applicant’s dealings with a
creditor regarding an application for
credit or an existing extension of credit
(including, but not limited to, informa-
tion requirements; investigation proce-
dures; standards of creditworthiness;
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terms of credit; furnishing of credit in-
formation; revocation, alteration, or
termination of credit; and collection
procedures).

(n) Discriminate against an applicant
means to treat an applicant less favor-
ably than other applicants.

(0) Elderly means age 62 or older.

(p) Empirically derived and other credit
scoring systems—(1) A credit scoring Sys-
tem is a system that evaluates an appli-
cant’s creditworthiness mechanically,
based on key attributes of the appli-
cant and aspects of the transaction,
and that determines, alone or in con-
junction with an evaluation of addi-
tional information about the applicant,
whether an applicant is deemed credit-
worthy. To qualify as an empirically de-
rived, demonstrably and statistically
sound, credit scoring system, the system
must be:

(i) Based on data that are derived
from an empirical comparison of sam-
ple groups or the population of credit-
worthy and noncreditworthy appli-
cants who applied for credit within a
reasonable preceding period of time;

(ii) Developed for the purpose of eval-
uating the creditworthiness of appli-
cants with respect to the legitimate
business interests of the creditor uti-
lizing the system (including, but not
limited to, minimizing bad debt losses
and operating expenses in accordance
with the creditor’s business judgment);

(iii) Developed and validated using
accepted statistical principles and
methodology; and

(iv) Periodically revalidated by the
use of appropriate statistical principles
and methodology and adjusted as nec-
essary to maintain predictive ability.

(2) A creditor may use an empirically
derived, demonstrably and statistically
sound, credit scoring system obtained
from another person or may obtain
credit experience from which to de-
velop such a system. Any such system
must satisfy the criteria set forth in
paragraph (p)(1)(i) through (iv) of this
section; if the creditor is unable during
the development process to validate
the system based on its own credit ex-
perience in accordance with paragraph
(p)(1) of this section, the system must
be validated when sufficient credit ex-
perience becomes available. A system
that fails this validity test is no longer
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an empirically derived, demonstrably
and statistically sound, credit scoring
system for that creditor.

(q) Extend credit and extension of credit
mean the granting of credit in any
form (including, but not limited to,
credit granted in addition to any exist-
ing credit or credit limit; credit grant-
ed pursuant to an open-end credit plan;
the refinancing or other renewal of
credit, including the issuance of a new
credit card in place of an expiring cred-
it card or in substitution for an exist-
ing credit card; the consolidation of
two or more obligations; or the con-
tinuance of existing credit without any
special effort to collect at or after ma-
turity).

(r) Good faith means honesty in fact
in the conduct or transaction.

(s) Inadvertent error means a mechan-
ical, electronic, or clerical error that a
creditor demonstrates was not inten-
tional and occurred notwithstanding
the maintenance of procedures reason-
ably adapted to avoid such errors.

(t) Judgmental system of evaluating ap-
plicants means any system for evalu-
ating the creditworthiness of an appli-
cant other than an empirically derived,
demonstrably and statistically sound,
credit scoring system.

(u) Marital status means the state of
being unmarried, married, or sepa-
rated, as defined by applicable state
law. The term “unmarried” includes
persons who are single, divorced, or
widowed.

(v) Negative factor or value, in relation
to the age of elderly applicants, means
utilizing a factor, value, or weight that
is less favorable regarding elderly ap-
plicants than the creditor’s experience
warrants or is less favorable than the
factor, value, or weight assigned to the
class of applicants that are not classi-
fied as elderly and are most favored by
a creditor on the basis of age.

(w) Open-end credit means credit ex-
tended under a plan in which a creditor
may permit an applicant to make pur-
chases or obtain loans from time to
time directly from the creditor or indi-
rectly by use of a credit card, check, or
other device.

(x) Person means a natural person,
corporation, government or govern-
mental subdivision or agency, trust, es-
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tate, partnership, cooperative, or asso-
ciation.

(y) Pertinent element of creditworthi-
ness, in relation to a judgmental sys-
tem of evaluating applicants, means
any information about applicants that
a creditor obtains and considers and
that has a demonstrable relationship
to a determination of creditworthiness.

(z) Prohibited basis means race, color,
religion, national origin, sex, marital
status, or age (provided that the appli-
cant has the capacity to enter into a
binding contract); the fact that all or
part of the applicant’s income derives
from any public assistance program; or
the fact that the applicant has in good
faith exercised any right under the
Consumer Credit Protection Act or any
state law upon which an exemption has
been granted by the Board.

(aa) State means any state, the Dis-
trict of Columbia, the Commonwealth
of Puerto Rico, or any territory or pos-
session of the United States.

§202.3 Limited exceptions for certain
classes of transactions.

(a) Public wutilities credit—(1) Defini-
tion. Public utilities credit refers to ex-
tensions of credit that involve public
utility services provided through pipe,
wire, or other connected facilities, or
radio or similar transmission (includ-
ing extensions of such facilities), if the
charges for service, delayed payment,
and any discount for prompt payment
are filed with or regulated by a govern-
ment unit.

(2) Exceptions. The following provi-
sions of this regulation do not apply to
public utilities credit:

(i) Section 202.5(d)(1) concerning in-
formation about marital status; and

(ii) Section 202.12(b) relating to
record retention.

(b) Securities credit—(1) Definition. Se-
curities credit refers to extensions of
credit subject to regulation under sec-
tion 7 of the Securities Exchange Act
of 1934 or extensions of credit by a
broker or dealer subject to regulation
as a broker or dealer under the Securi-
ties Exchange Act of 1934.

(2) Exceptions. The following provi-
sions of this regulation do not apply to
securities credit:

(i) Section 202.5(b) concerning infor-
mation about the sex of an applicant;
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(ii) Section 202.5(c) concerning infor-
mation about a spouse or former
spouse;

(iii) Section 202.5(d)(1) concerning in-
formation about marital status;

(iv) Section 202.7(b) relating to des-
ignation of name to the extent nec-
essary to comply with rules regarding
an account in which a broker or dealer
has an interest, or rules regarding the
aggregation of accounts of spouses to
determine controlling interests, bene-
ficial interests, beneficial ownership,
or purchase limitations and restric-
tions;

(v) Section 202.7(c) relating to action
concerning open-end accounts, to the
extent the action taken is on the basis
of a change of name or marital status;

(vi) Section 202.7(d) relating to the
signature of a spouse or other person;

(vii) Section 202.10 relating to fur-
nishing of credit information; and

(viii) Section 202.12(b) relating to
record retention.

(c) Incidental credit—(1) Definition. In-
cidental credit refers to extensions of
consumer credit other than the types
described in paragraphs (a) and (b) of
this section:

(i) That are not made pursuant to the
terms of a credit card account;

(ii) That are not subject to a finance
charge (as defined in Regulation Z, 12
CFR 226.4); and

(iii) That are not payable by agree-
ment in more than four installments.

(2) Exceptions. The following provi-
sions of this regulation do not apply to
incidental credit:

(i) Section 202.5(b) concerning infor-
mation about the sex of an applicant,
but only to the extent necessary for
medical records or similar purposes;

(ii) Section 202.5(c) concerning infor-
mation about a spouse or former
spouse;

(iii) Section 202.5(d)(1) concerning in-
formation about marital status;

(iv) Section 202.5(d)(2) concerning in-
formation about income derived from
alimony, child support, or separate
maintenance payments;

(v) Section 202.7(d) relating to the
signature of a spouse or other person;

(vi) Section 202.9 relating to notifica-
tions;

(vii) Section 202.10 relating to fur-
nishing of credit information; and
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(viii) Section 202.12(b) relating to
record retention.

(d) Government credit—(1) Definition.
Government credit refers to extensions
of credit made to governments or gov-
ernmental subdivisions, agencies, or
instrumentalities.

(2) Applicability of regulation. Except
for §202.4(a), the general rule against
discrimination on a prohibited basis,
the requirements of this regulation do
not apply to government credit.

§202.4 General rules.

(a) Discrimination. A creditor shall
not discriminate against an applicant
on a prohibited basis regarding any as-
pect of a credit transaction.

(b) Discouragement. A creditor shall
not make any oral or written state-
ment, in advertising or otherwise, to
applicants or prospective applicants
that would discourage on a prohibited
basis a reasonable person from making
or pursuing an application.

(c) Written applications. A creditor
shall take written applications for the
dwelling-related types of credit covered
by §202.13(a).

(d) Form of disclosures—(1) General
rule. A creditor that provides in writ-
ing any disclosures or information re-
quired by this regulation must provide
the disclosures in a clear and con-
spicuous manner and, except for the
disclosures required by §§202.5 and
202.13, in a form the applicant may re-
tain.

(2) Disclosures in electronic form. The
disclosures required by this part that
are required to be given in writing may
be provided to the applicant in elec-
tronic form, subject to compliance
with the consumer consent and other
applicable provisions of the Electronic
Signatures in Global and National
Commerce Act (E-Sign Act) (156 U.S.C.
7001 et seq.). Where the disclosures
under §§202.5(b)(1), 202.5(b)(2),
202.5(d)(1), 202.5(d)(2), 202.13, and
202.14(a)(2)(1) accompany an application
accessed by the applicant in electronic
form, these disclosures may be pro-
vided to the applicant in electronic
form on or with the application form,
without regard to the consumer con-
sent or other provisions of the E-Sign
Act.
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(e) Foreign-language disclosures. Dis-
closures may be made in languages
other than English, provided they are
available in English upon request.

[Reg. B, 68 FR 13161, Mar. 18, 2003, as amend-
ed at 72 FR 63451, Nov. 9, 2007]

§202.5 Rules concerning requests for
information.

(a) General rules—(1) Requests for in-
formation. Except as provided in para-
graphs (b) through (d) of this section, a
creditor may request any information
in connection with a credit trans-
action.!

(2) Required collection of information.
Notwithstanding paragraphs (b)
through (d) of this section, a creditor
shall request information for moni-
toring purposes as required by §202.13
for credit secured by the applicant’s
dwelling. In addition, a creditor may
obtain information required by a regu-
lation, order, or agreement issued by,
or entered into with, a court or an en-
forcement agency (including the Attor-
ney General of the United States or a
similar state official) to monitor or en-
force compliance with the Act, this
regulation, or other federal or state
statutes or regulations.

(3) Special-purpose credit. A creditor
may obtain information that is other-
wise restricted to determine eligibility
for a special purpose credit program, as
provided in §202.8(b), (c), and (d).

(b) Limitation on information about
race, color, religion, national origin, or
sexr. A creditor shall not inquire about
the race, color, religion, national ori-
gin, or sex of an applicant or any other
person in connection with a credit
transaction, except as provided in para-
graphs (b)(1) and (b)(2) of this section.

(1) Self-test. A creditor may inquire
about the race, color, religion, national
origin, or sex of an applicant or any
other person in connection with a cred-
it transaction for the purpose of con-
ducting a self-test that meets the re-
quirements of §202.15. A creditor that
makes such an inquiry shall disclose

1This paragraph does not limit or abrogate
any Federal or State law regarding privacy,
privileged information, credit reporting limi-
tations, or similar restrictions on obtainable
information.
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orally or in writing, at the time the in-
formation is requested, that:

(i) The applicant will not be required
to provide the information;

(ii) The creditor is requesting the in-
formation to monitor its compliance
with the federal Equal Credit Oppor-
tunity Act;

(iii) Federal law prohibits the cred-
itor from discriminating on the basis of
this information, or on the basis of an
applicant’s decision not to furnish the
information; and

(iv) If applicable, certain information
will be collected based on visual obser-
vation or surname if not provided by
the applicant or other person.

(2) Sex. An applicant may be re-
quested to designate a title on an ap-
plication form (such as Ms., Miss, Mr.,
or Mrs.) if the form discloses that the
designation of a title is optional. An
application form shall otherwise use
only terms that are neutral as to sex.

(¢c) Information about a Sspouse or
former spouse—(1) General rule. Except
as permitted in this paragraph, a cred-
itor may not request any information
concerning the spouse or former spouse
of an applicant.

(2) Permissible inquiries. A creditor
may request any information con-
cerning an applicant’s spouse (or
former spouse under paragraph (c)(2)(v)
of this section) that may be requested
about the applicant if:

(i) The spouse will be permitted to
use the account;

(ii) The spouse will be contractually
liable on the account;

(iii) The applicant is relying on the
spouse’s income as a basis for repay-
ment of the credit requested;

(iv) The applicant resides in a com-
munity property state or is relying on
property located in such a state as a
basis for repayment of the credit re-
quested; or

(v) The applicant is relying on ali-
mony, child support, or separate main-
tenance payments from a spouse or
former spouse as a basis for repayment
of the credit requested.

(3) Other accounts of the applicant. A
creditor may request that an applicant
list any account on which the appli-
cant is contractually liable and to pro-
vide the name and address of the per-
son in whose name the account is held.
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A creditor may also ask an applicant
to list the names in which the appli-
cant has previously received credit.

(d) Other limitations on information re-
quests—(1) Marital status. If an appli-
cant applies for individual unsecured
credit, a creditor shall not inquire
about the applicant’s marital status
unless the applicant resides in a com-
munity property state or is relying on
property located in such a state as a
basis for repayment of the credit re-
quested. If an application is for other
than individual unsecured credit, a
creditor may inquire about the appli-
cant’s marital status, but shall use
only the terms married, unmarried, and
separated. A creditor may explain that
the category unmarried includes single,
divorced, and widowed persons.

(2) Disclosure about income from ali-
mony, child support, or separate mainte-
nance. A creditor shall not inquire
whether income stated in an applica-
tion is derived from alimony, child sup-
port, or separate maintenance pay-
ments unless the creditor discloses to
the applicant that such income need
not be revealed if the applicant does
not want the creditor to consider it in
determining the applicant’s credit-
worthiness.

(3) Childbearing, childrearing. A cred-
itor shall not inquire about birth con-
trol practices, intentions concerning
the bearing or rearing of children, or
capability to bear children. A creditor
may inquire about the number and
ages of an applicant’s dependents or
about dependent-related financial obli-
gations or expenditures, provided such
information is requested without re-
gard to sex, marital status, or any
other prohibited basis.

(e) Permanent residency and immigra-
tion status. A creditor may inquire
about the permanent residency and im-
migration status of an applicant or any
other person in connection with a cred-
it transaction.

§202.6 Rules concerning evaluation of
applications.

(a) General rule concerning use of infor-
mation. Except as otherwise provided in
the Act and this regulation, a creditor
may consider any information ob-
tained, so long as the information is
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not used to discriminate against an ap-
plicant on a prohibited basis.?2

(b) Specific rules concerning use of in-
formation—(1) Except as provided in the
Act and this regulation, a creditor
shall not take a prohibited basis into
account in any system of evaluating
the creditworthiness of applicants.

(2) Age, receipt of public assistance. (i)
Except as permitted in this paragraph,
a creditor shall not take into account
an applicant’s age (provided that the
applicant has the capacity to enter
into a binding contract) or whether an
applicant’s income derives from any
public assistance program.

(ii) In an empirically derived, demon-
strably and statistically sound, credit
scoring system, a creditor may use an
applicant’s age as a predictive variable,
provided that the age of an elderly ap-
plicant is not assigned a negative fac-
tor or value.

(iii) In a judgmental system of evalu-
ating creditworthiness, a creditor may
consider an applicant’s age or whether
an applicant’s income derives from any
public assistance program only for the
purpose of determining a pertinent ele-
ment of creditworthiness.

(iv) In any system of evaluating cred-
itworthiness, a creditor may consider
the age of an elderly applicant when
such age is used to favor the elderly ap-
plicant in extending credit.

(3) Childbearing, childrearing. In eval-
uating creditworthiness, a creditor
shall not make assumptions or use ag-
gregate statistics relating to the likeli-
hood that any category of persons will
bear or rear children or will, for that
reason, receive diminished or inter-
rupted income in the future.

(4) Telephone listing. A creditor shall
not take into account whether there is
a telephone listing in the name of an
applicant for consumer credit but may
take into account whether there is a
telephone in the applicant’s residence.

(5) Income. A creditor shall not dis-
count or exclude from consideration

2The legislative history of the Act indi-
cates that the Congress intended an “effects
test” concept, as outlined in the employment
field by the Supreme Court in the cases of
Griggs v. Duke Power Co., 401 U.S. 424 (1971),
and Albemarle Paper Co. v. Moody, 422 U.S. 405
(1975), to be applicable to a creditor’s deter-
mination of creditworthiness.
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the income of an applicant or the
spouse of an applicant because of a pro-
hibited basis or because the income is
derived from part-time employment or
is an annuity, pension, or other retire-
ment benefit; a creditor may consider
the amount and probable continuance
of any income in evaluating an appli-
cant’s creditworthiness. When an appli-
cant relies on alimony, child support,
or separate maintenance payments in
applying for credit, the creditor shall
consider such payments as income to
the extent that they are likely to be
consistently made.

(6) Credit history. To the extent that a
creditor considers credit history in
evaluating the creditworthiness of
similarly qualified applicants for a
similar type and amount of credit, in
evaluating an applicant’s creditworthi-
ness a creditor shall consider:

(i) The credit history, when avail-
able, of accounts designated as ac-
counts that the applicant and the ap-
plicant’s spouse are permitted to use or
for which both are contractually liable;

(ii) On the applicant’s request, any
information the applicant may present
that tends to indicate the credit his-
tory being considered by the creditor
does not accurately reflect the appli-
cant’s creditworthiness; and

(iii) On the applicant’s request, the
credit history, when available, of any
account reported in the name of the ap-
plicant’s spouse or former spouse that
the applicant can demonstrate accu-
rately reflects the applicant’s credit-
worthiness.

(T) Immigration status. A creditor may
consider the applicant’s immigration
status or status as a permanent resi-
dent of the United States, and any ad-
ditional information that may be nec-
essary to ascertain the creditor’s
rights and remedies regarding repay-
ment.

(8) Marital status. Except as otherwise
permitted or required by law, a cred-
itor shall evaluate married and unmar-
ried applicants by the same standards;
and in evaluating joint applicants, a
creditor shall not treat applicants dif-
ferently based on the existence, ab-
sence, or likelihood of a marital rela-
tionship between the parties.

(9) Race, color, religion, national origin,
sex. Except as otherwise permitted or
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required by law, a creditor shall not
consider race, color, religion, national
origin, or sex (or an applicant’s or
other person’s decision not to provide
the information) in any aspect of a
credit transaction.

(c) State property laws. A creditor’s
consideration or application of state
property laws directly or indirectly af-
fecting creditworthiness does not con-
stitute unlawful discrimination for the
purposes of the Act or this regulation.

§202.7 Rules concerning extensions of
credit.

(a) Individual accounts. A creditor
shall not refuse to grant an individual
account to a creditworthy applicant on
the basis of sex, marital status, or any
other prohibited basis.

(b) Designation of name. A creditor
shall not refuse to allow an applicant
to open or maintain an account in a
birth-given first name and a surname
that is the applicant’s birth-given sur-
name, the spouse’s surname, or a com-
bined surname.

(c) Action concerning existing open-end
accounts—(1) Limitations. In the absence
of evidence of the applicant’s inability
or unwillingness to repay, a creditor
shall not take any of the following ac-
tions regarding an applicant who is
contractually liable on an existing
open-end account on the basis of the
applicant’s reaching a certain age or
retiring or on the basis of a change in
the applicant’s name or marital status:

(i) Require a reapplication, except as
provided in paragraph (c)(2) of this sec-
tion;

(ii) Change the terms of the account;
or

(iii) Terminate the account.

(2) Requiring reapplication. A creditor
may require a reapplication for an
open-end account on the basis of a
change in the marital status of an ap-
plicant who is contractually liable if
the credit granted was based in whole
or in part on income of the applicant’s
spouse and if information available to
the creditor indicates that the appli-
cant’s income may not support the
amount of credit currently available.

(d) Signature of spouse or other per-
son—(1) Rule for qualified applicant. Ex-
cept as provided in this paragraph, a
creditor shall not require the signature
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of an applicant’s spouse or other per-
son, other than a joint applicant, on
any credit instrument if the applicant
qualifies under the creditor’s standards
of creditworthiness for the amount and
terms of the credit requested. A cred-
itor shall not deem the submission of a
joint financial statement or other evi-
dence of jointly held assets as an appli-
cation for joint credit.

(2) Unsecured credit. If an applicant
requests unsecured credit and relies in
part upon property that the applicant
owns jointly with another person to
satisfy the creditor’s standards of cred-
itworthiness, the creditor may require
the signature of the other person only
on the instrument(s) necessary, or rea-
sonably believed by the creditor to be
necessary, under the law of the state in
which the property is located, to en-
able the creditor to reach the property
being relied upon in the event of the
death or default of the applicant.

(3) Unsecured credit—community prop-
erty states. If a married applicant re-
quests unsecured credit and resides in a
community property state, or if the ap-
plicant is relying on property located
in such a state, a creditor may require
the signature of the spouse on any in-
strument necessary, or reasonably be-
lieved by the creditor to be necessary,
under applicable state law to make the
community property available to sat-
isfy the debt in the event of default if:

(i) Applicable state law denies the ap-
plicant power to manage or control suf-
ficient community property to qualify
for the credit requested under the
creditor’s standards of creditworthi-
ness; and

(ii) The applicant does not have suffi-
cient separate property to qualify for
the credit requested without regard to
community property.

(4) Secured credit. If an applicant re-
quests secured credit, a creditor may
require the signature of the applicant’s
spouse or other person on any instru-
ment necessary, or reasonably believed
by the creditor to be necessary, under
applicable state law to make the prop-
erty being offered as security available
to satisfy the debt in the event of de-
fault, for example, an instrument to
create a valid lien, pass clear title,
waive inchoate rights, or assign earn-
ings.
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(5) Additional parties. If, under a
creditor’s standards of creditworthi-
ness, the personal liability of an addi-
tional party is necessary to support the
credit requested, a creditor may re-
quest a cosigner, guarantor, endorser,
or similar party. The applicant’s
spouse may serve as an additional
party, but the creditor shall not re-
quire that the spouse be the additional
party.

(6) Rights of additional parties. A cred-
itor shall not impose requirements
upon an additional party that the cred-
itor is prohibited from imposing upon
an applicant under this section.

(e) Insurance. A creditor shall not
refuse to extend credit and shall not
terminate an account because credit
life, health, accident, disability, or
other credit-related insurance is not
available on the basis of the applicant’s
age.

§202.8 Special
grams.

purpose credit pro-

(a) Standards for programs. Subject to
the provisions of paragraph (b) of this
section, the Act and this regulation
permit a creditor to extend special pur-
pose credit to applicants who meet eli-
gibility requirements under the fol-
lowing types of credit programs:

(1) Any credit assistance program ex-
pressly authorized by federal or state
law for the benefit of an economically
disadvantaged class of persons;

(2) Any credit assistance program of-
fered by a not-for-profit organization,
as defined under section 501(c) of the
Internal Revenue Code of 1954, as
amended, for the benefit of its mem-
bers or for the benefit of an economi-
cally disadvantaged class of persons; or

(3) Any special purpose credit pro-
gram offered by a for-profit organiza-
tion, or in which such an organization
participates to meet special social
needs, if:

(i) The program is established and ad-
ministered pursuant to a written plan
that identifies the class of persons that
the program is designed to benefit and
sets forth the procedures and standards
for extending credit pursuant to the
program; and

(ii) The program is established and
administered to extend credit to a class
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of persons who, under the organiza-
tion’s customary standards of credit-
worthiness, probably would not receive
such credit or would receive it on less
favorable terms than are ordinarily
available to other applicants applying
to the organization for a similar type
and amount of credit.

(b) Rules in other sections—(1) General
applicability. All the provisions of this
regulation apply to each of the special
purpose credit programs described in
paragraph (a) of this section except as
modified by this section.

(2) Common characteristics. A program
described in paragraph (a)(2) or (a)(3) of
this section qualifies as a special pur-
pose credit program only if it was es-
tablished and is administered so as not
to discriminate against an applicant on
any prohibited basis; however, all pro-
gram participants may be required to
share one or more common characteris-
tics (for example, race, national origin,
or sex) so long as the program was not
established and is not administered
with the purpose of evading the re-
quirements of the Act or this regula-
tion.

(c) Special rule concerning requests and
use of information. If participants in a
special purpose credit program de-
scribed in paragraph (a) of this section
are required to possess one or more
common characteristics (for example,
race, national origin, or sex) and if the
program otherwise satisfies the re-
quirements of paragraph (a) of this sec-
tion, a creditor may request and con-
sider information regarding the com-
mon characteristic(s) in determining
the applicant’s eligibility for the pro-
gram.

(d) Special rule in the case of financial
need. If financial need is one of the cri-
teria under a special purpose credit
program described in paragraph (a) of
this section, the creditor may request
and consider, in determining an appli-
cant’s eligibility for the program, in-
formation regarding the applicant’s
marital status; alimony, child support,
and separate maintenance income; and
the spouse’s financial resources. In ad-
dition, a creditor may obtain the signa-
ture of an applicant’s spouse or other
person on an application or credit in-
strument relating to a special purpose
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credit program if the signature is re-
quired by federal or state law.

§202.9 Notifications.

(a) Notification of action taken, ECOA
notice, and statement of specific reasons—
(1) When notification is required. A cred-
itor shall notify an applicant of action
taken within:

(i) 30 days after receiving a com-
pleted application concerning the
creditor’s approval of, counteroffer to,
or adverse action on the application;

(ii) 30 days after taking adverse ac-
tion on an incomplete application, un-
less notice is provided in accordance
with paragraph (c) of this section;

(iii) 30 days after taking adverse ac-
tion on an existing account; or

(iv) 90 days after notifying the appli-
cant of a counteroffer if the applicant
does not expressly accept or use the
credit offered.

(2) Content of notification when adverse
action is taken. A notification given to
an applicant when adverse action is
taken shall be in writing and shall con-
tain a statement of the action taken;
the name and address of the creditor; a
statement of the provisions of §701(a)
of the Act; the name and address of the
federal agency that administers com-
pliance with respect to the creditor;
and either:

(i) A statement of specific reasons for
the action taken; or

(ii) A disclosure of the applicant’s
right to a statement of specific reasons
within 30 days, if the statement is re-
quested within 60 days of the creditor’s
notification. The disclosure shall in-
clude the name, address, and telephone
number of the person or office from
which the statement of reasons can be
obtained. If the creditor chooses to pro-
vide the reasons orally, the creditor
shall also disclose the applicant’s right
to have them confirmed in writing
within 30 days of receiving the appli-
cant’s written request for confirma-
tion.

(3) Notification to business credit appli-
cants. For business credit, a creditor
shall comply with the notification re-
quirements of this section in the fol-
lowing manner:

(i) With regard to a business that had
gross revenues of $1 million or less in
its preceding fiscal year (other than an
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extension of trade credit, credit inci-
dent to a factoring agreement, or other
similar types of business credit), a
creditor shall comply with paragraphs
(a)1) and (2) of this section, except
that:

(A) The statement of the action
taken may be given orally or in writ-
ing, when adverse action is taken;

(B) Disclosure of an applicant’s right
to a statement of reasons may be given
at the time of application, instead of
when adverse action is taken, provided
the disclosure contains the information
required by paragraph (a)(2)(ii) of this
section and the ECOA notice specified
in paragraph (b)(1) of this section;

(C) For an application made entirely
by telephone, a creditor satisfies the
requirements of paragraph (a)(3)(i) of
this section by an oral statement of
the action taken and of the applicant’s
right to a statement of reasons for ad-
verse action.

(ii) With regard to a business that
had gross revenues in excess of $1 mil-
lion in its preceding fiscal year or an
extension of trade credit, credit inci-
dent to a factoring agreement, or other
similar types of business credit, a cred-
itor shall:

(A) Notify the applicant, within a
reasonable time, orally or in writing,
of the action taken; and

(B) Provide a written statement of
the reasons for adverse action and the
ECOA notice specified in paragraph
(b)(1) of this section if the applicant
makes a written request for the rea-
sons within 60 days of the creditor’s no-
tification.

(b) Form of ECOA notice and statement
of specific reasons—(1) ECOA notice. To
satisfy the disclosure requirements of
paragraph (a)(2) of this section regard-
ing section 701(a) of the Act, the cred-
itor shall provide a notice that is sub-
stantially similar to the following: The
federal Equal Credit Opportunity Act
prohibits creditors from discriminating
against credit applicants on the basis
of race, color, religion, national origin,
sex, marital status, age (provided the
applicant has the capacity to enter
into a binding contract); because all or
part of the applicant’s income derives
from any public assistance program; or
because the applicant has in good faith
exercised any right under the Con-
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sumer Credit Protection Act. The fed-
eral agency that administers compli-
ance with this law concerning this
creditor is [name and address as speci-
fied by the appropriate agency listed in
appendix A of this regulation].

(2) Statement of specific reasons. The
statement of reasons for adverse action
required by paragraph (a)(2)(i) of this
section must be specific and indicate
the principal reason(s) for the adverse
action. Statements that the adverse
action was based on the creditor’s in-
ternal standards or policies or that the
applicant, joint applicant, or similar
party failed to achieve a qualifying
score on the creditor’s credit scoring
system are insufficient.

(c) Incomplete applications—(1) Notice
alternatives. Within 30 days after receiv-
ing an application that is incomplete
regarding matters that an applicant
can complete, the creditor shall notify
the applicant either:

(i) Of action taken, in accordance
with paragraph (a) of this section; or

(ii) Of the incompleteness, in accord-
ance with paragraph (c)(2) of this sec-
tion.

(2) Notice of incompleteness. If addi-
tional information is needed from an
applicant, the creditor shall send a
written notice to the applicant speci-
fying the information needed, desig-
nating a reasonable period of time for
the applicant to provide the informa-
tion, and informing the applicant that
failure to provide the information re-
quested will result in no further con-
sideration being given to the applica-
tion. The creditor shall have no further
obligation under this section if the ap-
plicant fails to respond within the des-
ignated time period. If the applicant
supplies the requested information
within the designated time period, the
creditor shall take action on the appli-
cation and notify the applicant in ac-
cordance with paragraph (a) of this sec-
tion.

(3) Oral request for information. At its
option, a creditor may inform the ap-
plicant orally of the need for addi-
tional information. If the application
remains incomplete the creditor shall
send a notice in accordance with para-
graph (c¢)(1) of this section.

(d) Oral notifications by small-volume
creditors. In the case of a creditor that
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did not receive more than 150 applica-
tions during the preceding calendar
year, the requirements of this section
(including statements of specific rea-
sons) are satisfied by oral notifica-
tions.

(e) Withdrawal of approved application.
When an applicant submits an applica-
tion and the parties contemplate that
the applicant will inquire about its sta-
tus, if the creditor approves the appli-
cation and the applicant has not in-
quired within 30 days after applying,
the creditor may treat the application
as withdrawn and need not comply
with paragraph (a)(1) of this section.

(f) Multiple applicants. When an appli-
cation involves more than one appli-
cant, notification need only be given to
one of them but must be given to the
primary applicant where one is readily
apparent.

(g) Applications submitted through a
third party. When an application is
made on behalf of an applicant to more
than one creditor and the applicant ex-
pressly accepts or uses credit offered
by one of the creditors, notification of
action taken by any of the other credi-
tors is not required. If no credit is of-
fered or if the applicant does not ex-
pressly accept or use the credit offered,
each creditor taking adverse action
must comply with this section, directly
or through a third party. A notice
given by a third party shall disclose
the identity of each creditor on whose
behalf the notice is given.

[Reg. B, 68 FR 13161, Mar. 18, 2003, as amend-
ed at 72 FR 63451, Nov. 9, 2007]

§202.10 Furnishing of credit informa-
tion.

(a) Designation of accounts. A creditor
that furnishes credit information shall
designate:

(1) Any new account to reflect the
participation of both spouses if the ap-
plicant’s spouse is permitted to use or
is contractually liable on the account
(other than as a guarantor, surety, en-
dorser, or similar party); and

(2) Any existing account to reflect
such participation, within 90 days after
receiving a written request to do so
from one of the spouses.

(b) Routine reports to consumer report-
ing agency. If a creditor furnishes cred-
it information to a consumer reporting
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agency concerning an account des-
ignated to reflect the participation of
both spouses, the creditor shall furnish
the information in a manner that will
enable the agency to provide access to
the information in the name of each
spouse.

(c) Reporting in response to inquiry. If
a creditor furnishes credit information
in response to an inquiry, concerning
an account designated to reflect the
participation of both spouses, the cred-
itor shall furnish the information in
the name of the spouse about whom the
information is requested.

§202.11 Relation to state law.

(a) Inconsistent state laws. Except as
otherwise provided in this section, this
regulation alters, affects, or preempts
only those state laws that are incon-
sistent with the Act and this regula-
tion and then only to the extent of the
inconsistency. A state law is not incon-
sistent if it is more protective of an ap-
plicant.

(b) Preempted provisions of state law.
(1) A state law is deemed to be incon-
sistent with the requirements of the
Act and this regulation and less protec-
tive of an applicant within the mean-
ing of section 705(f) of the Act to the
extent that the law:

(i) Requires or permits a practice or
act prohibited by the Act or this regu-
lation;

(ii) Prohibits the individual exten-
sion of consumer credit to both parties
to a marriage if each spouse individ-
ually and voluntarily applies for such
credit;

(iii) Prohibits inquiries or collection
of data required to comply with the
Act or this regulation;

(iv) Prohibits asking about or consid-
ering age in an empirically derived, de-
monstrably and statistically sound,
credit scoring system to determine a
pertinent element of creditworthiness,
or to favor an elderly applicant; or

(v) Prohibits inquiries necessary to
establish or administer a special pur-
pose credit program as defined by
§202.8.

(2) A creditor, state, or other inter-
ested party may request that the Board
determine whether a state law is incon-
sistent with the requirements of the
Act and this regulation.
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(c) Laws on finance charges, loan ceil-
ings. If married applicants voluntarily
apply for and obtain individual ac-
counts with the same creditor, the ac-
counts shall not be aggregated or oth-
erwise combined for purposes of deter-
mining permissible finance charges or
loan ceilings under any federal or state
law. Permissible loan ceiling laws shall
be construed to permit each spouse to
become individually liable up to the
amount of the loan ceilings, less the
amount for which the applicant is
jointly liable.

(d) State and federal laws not affected.
This section does not alter or annul
any provision of state property laws,
laws relating to the disposition of dece-
dents’ estates, or federal or state bank-
ing regulations directed only toward
insuring the solvency of financial insti-
tutions.

(e) Exemption for state-regulated trans-
actions—(1) Applications. A state may
apply to the Board for an exemption
from the requirements of the Act and
this regulation for any class of credit
transactions within the state. The
Board will grant such an exemption if
the Board determines that:

(i) The class of credit transactions is
subject to state law requirements sub-
stantially similar to those of the Act
and this regulation or that applicants
are afforded greater protection under
state law; and

(ii) There is adequate provision for
state enforcement.

(2) Liability and enforcement. (i) No ex-
emption will extend to the civil liabil-
ity provisions of section 706 of the Act
or the administrative enforcement pro-
visions of section 704 of the Act.

(ii) After an exemption has been
granted, the requirements of the appli-
cable state law (except for additional
requirements not imposed by federal
law) will constitute the requirements
of the Act and this regulation.

§202.12

(a) Retention of prohibited information.
A creditor may retain in its files infor-
mation that is prohibited by the Act or
this regulation for use in evaluating
applications, without violating the Act
or this regulation, if the information
was obtained:

Record retention.
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(1) From any source prior to March
23, 1977;

(2) From consumer reporting agen-
cies, an applicant, or others without
the specific request of the creditor; or

(3) As required to monitor compli-
ance with the Act and this regulation
or other federal or state statutes or
regulations.

(b) Preservation of records—(1) Applica-
tions. For 256 months (12 months for
business credit, except as provided in
paragraph (b)(6) of this section) after
the date that a creditor notifies an ap-
plicant of action taken on an applica-
tion or of incompleteness, the creditor
shall retain in original form or a copy
thereof:

(i) Any application that it receives,
any information required to be ob-
tained concerning characteristics of
the applicant to monitor compliance
with the Act and this regulation or
other similar law, and any other writ-
ten or recorded information used in
evaluating the application and not re-
turned to the applicant at the appli-
cant’s request;

(ii) A copy of the following docu-
ments if furnished to the applicant in
written form (or, if furnished orally,
any notation or memorandum made by
the creditor):

(A) The notification of action taken;
and

(B) The statement of specific reasons
for adverse action; and

(iii) Any written statement sub-
mitted by the applicant alleging a vio-
lation of the Act or this regulation.

(2) Existing accounts. For 25 months
(12 months for business credit, except
as provided in paragraph (b)) of this
section) after the date that a creditor
notifies an applicant of adverse action
regarding an existing account, the
creditor shall retain as to that ac-
count, in original form or a copy there-
of:

(i) Any written or recorded informa-
tion concerning the adverse action; and

(ii) Any written statement submitted
by the applicant alleging a violation of
the Act or this regulation.

(3) Other applications. For 25 months
(12 months for business credit, except
as provided in paragraph (b)) of this
section) after the date that a creditor
receives an application for which the
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creditor is not required to comply with
the notification requirements of §202.9,
the creditor shall retain all written or
recorded information in its possession
concerning the applicant, including
any notation of action taken.

(4) Enforcement proceedings and inves-
tigations. A creditor shall retain the in-
formation beyond 25 months (12
months for business credit, except as
provided in paragraph (b)(5) of this sec-
tion) if the creditor has actual notice
that it is under investigation or is sub-
ject to an enforcement proceeding for
an alleged violation of the Act or this
regulation, by the Attorney General of
the United States or by an enforcement
agency charged with monitoring that
creditor’s compliance with the Act and
this regulation, or if it has been served
with notice of an action filed pursuant
to section 706 of the Act and §202.17 of
this regulation. The creditor shall re-
tain the information until final dis-
position of the matter, unless an ear-
lier time is allowed by order of the
agency or court.

(5) Special rule for certain business
credit applications. With regard to a
business that had gross revenues in ex-
cess of $1 million in its preceding fiscal
year, or an extension of trade credit,
credit incident to a factoring agree-
ment, or other similar types of busi-
ness credit, the creditor shall retain
records for at least 60 days after noti-
fying the applicant of the action taken.
If within that time period the appli-
cant requests in writing the reasons for
adverse action or that records be re-
tained, the creditor shall retain records
for 12 months.

(6) Self-tests. For 25 months after a
self-test (as defined in §202.15) has been
completed, the creditor shall retain all
written or recorded information about
the self-test. A creditor shall retain in-
formation beyond 25 months if it has
actual notice that it is under investiga-
tion or is subject to an enforcement
proceeding for an alleged violation, or
if it has been served with notice of a
civil action. In such cases, the creditor
shall retain the information until final
disposition of the matter, unless an
earlier time is allowed by the appro-
priate agency or court order.

() Prescreened solicitations. For 25
months after the date on which an
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offer of credit is made to potential cus-
tomers (12 months for business credit,
except as provided in paragraph (b)(5)
of this section), the creditor shall re-
tain in original form or a copy thereof:

(i) The text of any prescreened solici-
tation;

(ii) The list of criteria the creditor
used to select potential recipients of
the solicitation; and

(iii) Any correspondence related to
complaints (formal or informal) about
the solicitation.

§202.13 Information for
purposes.

(a) Information to be requested. (1) A
creditor that receives an application
for credit primarily for the purchase or
refinancing of a dwelling occupied or to
be occupied by the applicant as a prin-
cipal residence, where the extension of
credit will be secured by the dwelling,
shall request as part of the application
the following information regarding
the applicant(s):

(i) Ethnicity, using the categories
Hispanic or Latino, and not Hispanic or
Latino; and race, using the categories
American Indian or Alaska Native,
Asian, Black or African American, Na-
tive Hawaiian or Other Pacific Is-
lander, and White;

(ii) Sex;

(iii) Marital status, using the cat-
egories married, unmarried, and sepa-
rated; and

(iv) Age.

(2) Dwelling means a residential
structure that contains one to four
units, whether or not that structure is
attached to real property. The term in-
cludes, but is not limited to, an indi-
vidual condominium or cooperative
unit and a mobile or other manufac-
tured home.

(b) Obtaining information. Questions
regarding ethnicity, race, sex, marital
status, and age may be listed, at the
creditor’s option, on the application
form or on a separate form that refers
to the application. The applicant(s)
shall be asked but not required to sup-
ply the requested information. If the
applicant(s) chooses not to provide the
information or any part of it, that fact
shall be noted on the form. The cred-
itor shall then also note on the form,
to the extent possible, the ethnicity,

monitoring
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race, and sex of the applicant(s) on the
basis of visual observation or surname.

(c) Disclosure to applicant(s). The cred-
itor shall inform the applicant(s) that
the information regarding ethnicity,
race, sex, marital status, and age is
being requested by the federal govern-
ment for the purpose of monitoring
compliance with federal statutes that
prohibit creditors from discriminating
against applicants on those bases. The
creditor shall also inform the appli-
cant(s) that if the applicant(s) chooses
not to provide the information, the
creditor is required to note the eth-
nicity, race and sex on the basis of vis-
ual observation or surname.

(d) Substitute monitoring program. A
monitoring program required by an
agency charged with administrative
enforcement under section 704 of the
Act may be substituted for the require-
ments contained in paragraphs (a), (b),
and (c) of this section.

§202.14 Rules on providing appraisal
reports.

(a) Providing appraisals. A creditor
shall provide a copy of an appraisal re-
port used in connection with an appli-
cation for credit that is to be secured
by a lien on a dwelling. A creditor shall
comply with either paragraph (a)(1) or
(a)(2) of this section.

(1) Routine delivery. A creditor may
routinely provide a copy of an ap-
praisal report to an applicant (whether
credit is granted or denied or the appli-
cation is withdrawn).

(2) Upon request. A creditor that does
not routinely provide appraisal reports
shall provide a copy upon an appli-
cant’s written request.

(i) Notice. A creditor that provides ap-
praisal reports only upon request shall
notify an applicant in writing of the
right to receive a copy of an appraisal
report. The notice may be given at any
time during the application process but
no later than when the creditor pro-
vides notice of action taken under
§202.9 of this regulation. The notice
shall specify that the applicant’s re-
quest must be in writing, give the
creditor’s mailing address, and state
the time for making the request as pro-
vided in paragraph (a)(2)(ii) of this sec-
tion.
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(ii) Delivery. A creditor shall mail or
deliver a copy of the appraisal report
promptly (generally within 30 days)
after the creditor receives an appli-
cant’s request, receives the report, or
receives reimbursement from the appli-
cant for the report, whichever is last to
occur. A creditor need not provide a
copy when the applicant’s request is re-
ceived more than 90 days after the
creditor has provided notice of action
taken on the application under §202.9
of this regulation or 90 days after the
application is withdrawn.

(b) Credit unions. A creditor that is
subject to the regulations of the Na-
tional Credit Union Administration on
making copies of appraisal reports
available is not subject to this section.

(c) Definitions. For purposes of para-
graph (a) of this section, the term
dwelling means a residential structure
that contains one to four units whether
or not that structure is attached to
real property. The term includes, but is
not limited to, an individual condo-
minium or cooperative unit, and a mo-
bile or other manufactured home. The
term appraisal report means the docu-
ment(s) relied upon by a creditor in
evaluating the value of the dwelling.

§202.15 Incentives for self-testing and
self-correction.

(a) General rules—(1) Voluntary self-
testing and correction. The report or re-
sults of a self-test that a creditor vol-
untarily conducts (or authorizes) are
privileged as provided in this section.
Data collection required by law or by
any governmental authority is not a
voluntary self-test.

(2) Corrective action required. The
privilege in this section applies only if
the creditor has taken or is taking ap-
propriate corrective action.

(3) Other privileges. The privilege cre-
ated by this section does not preclude
the assertion of any other privilege
that may also apply.

(b) Self-test defined—(1) Definition. A
self-test is any program, practice, or
study that:

(i) Is designed and used specifically
to determine the extent or effective-
ness of a creditor’s compliance with
the Act or this regulation; and

(ii) Creates data or factual informa-
tion that is not available and cannot be
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derived from loan or application files
or other records related to credit trans-
actions.

(2) Types of information privileged. The
privilege under this section applies to
the report or results of the self-test,
data or factual information created by
the self-test, and any analysis, opin-
ions, and conclusions pertaining to the
self-test report or results. The privilege
covers workpapers or draft documents
as well as final documents.

(3) Types of information not privileged.
The privilege under this section does
not apply to:

(i) Information about whether a cred-
itor conducted a self-test, the method-
ology used or the scope of the self-test,
the time period covered by the self-
test, or the dates it was conducted; or

(ii) Loan and application files or
other business records related to credit
transactions, and information derived
from such files and records, even if the
information has been aggregated, sum-
marized, or reorganized to facilitate
analysis.

(c) Appropriate corrective action—(1)
General requirement. For the privilege
in this section to apply, appropriate
corrective action is required when the
self-test shows that it is more likely
than not that a violation occurred,
even though no violation has been for-
mally adjudicated.

(2) Determining the scope of appropriate
corrective action. A creditor must take
corrective action that is reasonably
likely to remedy the cause and effect
of a likely violation by:

(i) Identifying the policies or prac-
tices that are the likely cause of the
violation; and

(ii) Assessing the extent and scope of
any violation.

(3) Types of relief. Appropriate correc-
tive action may include both prospec-
tive and remedial relief, except that to
establish a privilege under this section:

(i) A creditor is not required to pro-
vide remedial relief to a tester used in
a self-test;

(ii) A creditor is only required to pro-
vide remedial relief to an applicant
identified by the self-test as one whose
rights were more likely than not vio-
lated; and

(iii) A creditor is not required to pro-
vide remedial relief to a particular ap-
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plicant if the statute of limitations ap-
plicable to the violation expired before
the creditor obtained the results of the
self-test or the applicant is otherwise
ineligible for such relief.

(4) No admission of violation. Taking
corrective action is not an admission
that a violation occurred.

(d) Scope of privilege—(1) General rule.
The report or results of a privileged
self-test may not be obtained or used:

(i) By a government agency in any
examination or investigation relating
to compliance with the Act or this reg-
ulation; or

(ii) By a government agency or an ap-
plicant (including a prospective appli-
cant who alleges a violation of
§202.4(b)) in any proceeding or civil ac-
tion in which a violation of the Act or
this regulation is alleged.

(2) Loss of privilege. The report or re-
sults of a self-test are not privileged
under paragraph (d)(1) of this section if
the creditor or a person with lawful ac-
cess to the report or results:

(i) Voluntarily discloses any part of
the report or results, or any other in-
formation privileged under this sec-
tion, to an applicant or government
agency or to the public;

(ii) Discloses any part of the report
or results, or any other information
privileged under this section, as a de-
fense to charges that the creditor has
violated the Act or regulation; or

(iii) Fails or is unable to produce
written or recorded information about
the self-test that is required to be re-
tained under §202.12(b)(6) when the in-
formation is needed to determine
whether the privilege applies. This
paragraph does not limit any other
penalty or remedy that may be avail-
able for a violation of §202.12.

(38) Limited use of privileged informa-
tion. Notwithstanding paragraph (d)(1)
of this section, the self-test report or
results and any other information priv-
ileged under this section may be ob-
tained and used by an applicant or gov-
ernment agency solely to determine a
penalty or remedy after a violation of
the Act or this regulation has been ad-
judicated or admitted. Disclosures for
this limited purpose may be used only
for the particular proceeding in which
the adjudication or admission was
made. Information disclosed under this
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paragraph (d)(3) remains privileged
under paragraph (d)(1) of this section.

§202.16 Enforcement, penalties and li-
abilities.

(a) Administrative enforcement. (1) As
set forth more fully in section 704 of
the Act, administrative enforcement of
the Act and this regulation regarding
certain creditors is assigned to the
Comptroller of the Currency, Board of
Governors of the Federal Reserve Sys-
tem, Board of Directors of the Federal
Deposit Insurance Corporation, Office
of Thrift Supervision, National Credit
Union Administration, Surface Trans-
portation Board, Secretary of Agri-
culture, Farm Credit Administration,
Securities and Exchange Commission,
Small Business Administration, and
Secretary of Transportation.

(2) Except to the extent that admin-
istrative enforcement is specifically as-
signed to other authorities, compliance
with the requirements imposed under
the Act and this regulation is enforced
by the Federal Trade Commission.

(b) Penalties and liabilities. (1) Sec-
tions 702(g) and 706(a) and (b) of the Act
provide that any creditor that fails to
comply with a requirement imposed by
the Act or this regulation is subject to
civil liability for actual and punitive
damages in individual or class actions.
Pursuant to sections 702(g) and 704(b),
(c), and (d) of the Act, violations of the
Act or this regulation also constitute
violations of other federal laws. Liabil-
ity for punitive damages can apply
only to nongovernmental entities and
is limited to $10,000 in individual ac-
tions and the lesser of $500,000 or 1 per-
cent of the creditor’s net worth in class
actions. Section 706(c) provides for eq-
uitable and declaratory relief and sec-
tion 706(d) authorizes the awarding of
costs and reasonable attorney’s fees to
an aggrieved applicant in a successful
action.

(2) As provided in section 706(f), a
civil action under the Act or this regu-
lation may be brought in the appro-
priate United States district court
without regard to the amount in con-
troversy or in any other court of com-
petent jurisdiction within two years
after the date of the occurrence of the
violation, or within one year after the
commencement of an administrative
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enforcement proceeding or of a civil ac-
tion brought by the Attorney General
of the United States within two years
after the alleged violation.

(3) If an agency responsible for ad-
ministrative enforcement is unable to
obtain compliance with the Act or this
regulation, it may refer the matter to
the Attorney General of the United
States. If the Board, the Comptroller of
the Currency, the Federal Deposit In-
surance Corporation, the Office of
Thrift Supervision, or the National
Credit Union Administration has rea-
son to believe that one or more credi-
tors have engaged in a pattern or prac-
tice of discouraging or denying applica-
tions in violation of the Act or this
regulation, the agency shall refer the
matter to the Attorney General. If the
agency has reason to believe that one
or more creditors violated section
701(a) of the Act, the agency may refer
a matter to the Attorney General.

(4) On referral, or whenever the At-
torney General has reason to believe
that one or more creditors have en-
gaged in a pattern or practice in viola-
tion of the Act or this regulation, the
Attorney General may bring a civil ac-
tion for such relief as may be appro-
priate, including actual and punitive
damages and injunctive relief.

(5) If the Board, the Comptroller of
the Currency, the Federal Deposit In-
surance Corporation, the Office of
Thrift Supervision, or the National
Credit Union Administration has rea-
son to believe (as a result of a con-
sumer complaint, a consumer compli-
ance examination, or some other basis)
that a violation of the Act or this regu-
lation has occurred which is also a vio-
lation of the Fair Housing Act, and the
matter is not referred to the Attorney
General, the agency shall:

(i) Notify the Secretary of Housing
and Urban Development; and

(ii) Inform the applicant that the
Secretary of Housing and Urban Devel-
opment has been notified and that rem-
edies may be available under the Fair
Housing Act.

(¢c) Failure of compliance. A creditor’s
failure to comply with §§202.6(b)(6),
202.9, 202.10, 202.12 or 202.13 is not a vio-
lation if it results from an inadvertent
error. On discovering an error under
§§202.9 and 202.10, the creditor shall
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correct it as soon as possible. If a cred-
itor inadvertently obtains the moni-
toring information regarding the eth-
nicity, race, and sex of the applicant in
a dwelling-related transaction not cov-
ered by §202.13, the creditor may retain
information and act on the application
without violating the regulation.

[Reg. B, 68 FR 13161, Mar. 18, 2003. Redesig-
nated at 72 FR 63451, Nov. 9, 2007]

APPENDIX A TO PART 202—FEDERAL
ENFORCEMENT AGENCIES

The following list indicates the federal
agencies that enforce Regulation B for par-
ticular classes of creditors. Any questions
concerning a particular creditor should be
directed to its enforcement agency. Terms
that are not defined in the Federal Deposit
Insurance Act (12 U.S.C. 1813(s)) shall have
the meaning given to them in the Inter-
national Banking Act of 1978 (12 U.S.C. 3101).

National banks, and federal branches and
federal agencies of foreign banks: Office of the
Comptroller of the Currency, Customer As-
sistance Group, 1301 McKinney Street, Suite
3450, Houston, TX 77010-9050

State member banks, branches and agencies of
foreign banks (other than federal branches, fed-
eral agencies, and insured state branches of for-
eign banks), commercial lending companies
owned or controlled by foreign banks, and orga-
nications operating under section 25 or 25A of
the Federal Reserve Act: Federal Reserve Con-
sumer Help Center, P.O. Box 1200, Min-
neapolis, MN 55480.

Nonmember Insured Banks and Insured State
Branches of Foreign Banks: FDIC Consumer
Response Center, 2345 Grand Boulevard,
Suite 100, Kansas City, Missouri 64108

Savings institutions under the Savings Asso-
ciation Insurance Fund of the FDIC and feder-
ally chartered savings banks insured under the
Bank Insurance Fund of the FDIC (but not in-
cluding state-chartered savings banks insured
under the Bank Insurance Fund): Office of
Thrift Supervision, Consumer Response Unit,
1700 G Street, NW., Washington, DC 20552.

Federal Credit Unions: Regional office of the
National Credit Union Administration
serving the area in which the federal credit
union is located.

Air carriers: Assistant General Counsel for
Aviation Enforcement and Proceedings,
Department of Transportation, 400 Seventh
Street, SW., Washington, DC 20590

Creditors Subject to Surface Transportation
Board: Office of Proceedings, Surface
Transportation Board, Department of
Transportation, 19256 K Street NW., Wash-
ington, DC 20423
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Creditors Subject to Packers and Stockyards
Act: Nearest Packers and Stockyards Ad-
ministration area supervisor.

Small Business Investment Companies: ASSo-
ciate Deputy Administrator for Capital Ac-
cess, United States Small Business Admin-
istration, 409 Third Street, SW., 8th Floor,
Washington, DC 20416.

Brokers and Dealers: Securities and Exchange
Commission, Washington, DC 20549.

Federal Land Banks, Federal Land Bank Asso-
ciations, Federal Intermediate Credit Banks,
and Production Credit Associations: Farm
Credit Administration, 1501 Farm Credit
Drive, McLean, VA 22102-5090.

Retailers, Finance Companies, and All Other
Creditors Not Listed Above: FTC Regional
Office for region in which the creditor op-
erates or Federal Trade Commission, Equal
Credit Opportunity, Washington, DC 20580.

[Reg. B, 68 FR 13161, Mar. 18, 2003, as amend-
ed at 71 FR 11296, Mar. 7, 2006; 71 FR 28563,
May 17, 2006; 72 FR 55020, Sept. 28, 2007; 73 FR
33663, June 13, 2008; 73 FR 53685, Sept. 17, 2008]

APPENDIX B TO PART 202—MODEL
APPLICATION FORMS

1. This appendix contains five model credit
application forms, each designated for use in
a particular type of consumer credit trans-
action as indicated by the bracketed caption
on each form. The first sample form is in-
tended for use in open-end, unsecured trans-
actions; the second for closed-end, secured
transactions; the third for closed-end trans-
actions, whether unsecured or secured; the
fourth in transactions involving community
property or occurring in community prop-
erty states; and the fifth in residential mort-
gage transactions which contains a model
disclosure for use in complying with §202.13
for certain dwelling-related loans. All forms
contained in this appendix are models; their
use by creditors is optional.

2. The use or modification of these forms is
governed by the following instructions. A
creditor may change the forms: by asking for
additional information not prohibited by
§202.5; by deleting any information request;
or by rearranging the format without modi-
fying the substance of the inquiries. In any
of these three instances, however, the appro-
priate notices regarding the optional nature
of courtesy titles, the option to disclose ali-
mony, child support, or separate mainte-
nance, and the limitation concerning mar-
ital status inquiries must be included in the
appropriate places if the items to which they
relate appear on the creditor’s form.

3. If a creditor uses an appropriate Appen-
dix B model form, or modifies a form in ac-
cordance with the above instructions, that
creditor shall be deemed to be acting in com-
pliance with the provisions of paragraphs (b),
(c) and (d) of §202.5 of this regulation.
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[Open-end, unsecured credit]

CREDIT APPLICATION
IMPORTANT: Read these before this
Check O If you are applying for an individual account in your own name and are relying on your own income or assets and not the income
Appropriate or assets of another person as the basis for repayment of the credit requested, complete only Sections A and D.
Box

O If you are applying for a joint account or an account that you and another person will use, complete all Sections, providing
information in B about the joint applicant or user.

‘We intend to apply for joint credit.
Applicant Co-Applicant
O If you arc applying for an individual account, but are relying on income from alimony, child support, or separate maintenance or
on the income or assets of another person as the basis for repayment of the credit requested, complete all Sections to the extent
possible, providing information in B about the person on whose alimony, support, or maintenance payments or income or assets
you are relying.

SECTION A—INFORMATION REGARDING APPLICANT

Full Name (Last, First, Middle): Birthdate: / /
Present Street Address: Years there:
City: State: Zip: Telephone:

Social Security No.: Driver's License No.

Previous Street Address: Years there:
City: State: Zip:

Present Employer: Years there: Telephone

Position or title: Name of supervisor:

Employer’s Address:

Previous Employer: Years there:
Previous Employer’s Address:

Present net salary or s per No. D Ages

Alimony, child support, or separate maintenance income need not be revealed if you do ot wish to have it considered as a basis for repaying

this obligation.
Alimony, child support, separate maintenance received under: court order [J written agreement [ oral understanding (]

Other income: § per Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years?
O Yes (Explain in detail on a separate sheet.) [m]

Have you ever received credit from us? When? Office:

Checking Account No.: Institution and Branch:

Savings Account No.: Institution and Branch:

Name of nearest relative

not living with you: Telephone:
Address:

SECTION B—INFORMATION REGARDING JOINT APPLICANT, USER, OR OTHER PARTY (Use separate sheets if necessary.)

Full Name (Last, First, Middle) Birthdate: / /
Relationship to Applicant (if any):

Present Street Address: Years there:
Cuty: State: Zip: Telephone:

Social Secunty No. Drver’s License No

Present Employer Years there: Telephone:

Position or title: Name of supervisor:

Employer's Address

Previous Employer: Years there

Previous Employer’s Address

Present net salary or s per No. L Ages

Alimony, child support, or separate maintenance income need not be revealed if you do not wish to have it considered as a hasis for repaying
this obligation.

Alimony, child support, separate maintenance received under: court order O written agreement O oral understanding O

Other income: § per Source(s) of other income

Is any income listed in this Section likely to be reduced in the next two years?
[ Yes (Explain in detail on a separate sheet)  No[J

Checking Account No. Institution and Branch:

Savings Account No, Insttution and Branch

Name of nearest relative not living

with Joint Applicant, User. or Other Party: Telephone:
! Address

SECTION C—MARITAL STATUS
(Do not complete if this is an application for an in
Applicant: () Mamned O Separated O Unmarned (including single, divorced, and widowed)

Other Party: [ Married 0 Separated [ Unmarried (including single, divorced, and widowed)

dual account.)
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[Open-end, unsecured credit]
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SECTION D— ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed giving information about
both the Applicant and Joint Applicant, User, or Other Person. Please mark Applicant-related information with an “A.” If Section B was
not completed, only give information about the Applicant in this Section.)

ASSETS OWNED (use separate sheet if necessary.)

Subject to Debt?
Description of Assets Value Yes/No Name(s) of Owner(s)
Cash $
Automobiles (Make, Model, Year)
Cash Value of Life Insurance (Issuer,
Face Value)
Real Estate (Location, Date Acquired)
Marketable Securiues (Issuer, Type, No. of Shares)
Other (List)
Total Assets $
OUTSTANDING DEBTS (Include charge accounts, installment contracts, credit cards,
rent, mortgages, etc. Use separate sheet if necessary.)
Type of Debt Name in Which Onginal Present Monthly Past Duc?
Creditor or Acct. No. Acct. Carned Debt Balance Payments Yes/No
1. (Landlord or O Rent Payment $(Omitrent) |$(Omitrent) |$
Mortgage Holder) O Mortgage
2.
3.
4.
s.
6.
Total Debts $ N s
(Credit References) Date Paid
1 s
2
Are you a co-maker, endorser, or If*“yes™
guarantor on any loan or contract?  Yes 0 No O for whom? To whom?
Are there any unsatsfied Yes O Ifyes™
Judgments against you? No O Amount § to whom owed?
Have you been declared Yes O If “yes™
bankrupt 1n the last 14 years? No O where? Year

Other Obligations—E.g., liability to pay alimony, child support, separate maintenance. Use separate sheet if necessary.)

Everything that | have stated in this application is correct to the best of my knowledge. I understand that you will retain this application whether
or not it is approved. You are authorized to check my credit and employment history and to answer questions about your credit expenience with me

Applicant’s Signature
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Other Signature
(Where Applicable)

Date
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[Closed-end, secured credit]

CREDIT APPLICATION
IMPORTANT: Read these Directions before ing this
Check O Ifyouare applying for individual credit in your own name and are relying on your own incorme or assets and ot the income or assets of
Appropriate  another person s the basis for repayment of the credit requested, complete Sections A, C, D, and E, omitting B and the second part of C.
Be O Ifthisisan for joint credit with person, complete all Sections, providing information in B about the joint applicant.
We intend to apply for joint credit.
Applicant Co-Applicant

O If you are applying for individual credit, but are relying on income from alimony, child support, or separate maintenance or on the
income or assets or another person as the basis for repayment of the credit requested, complete all Sections to the extent possible,
providing information in B about the person on whose alimony, support, or maintenance payments or income or assels you are relying.

Amount Requested Payment Date Desired Proceeds of Credit
s To be Used For

SECTION A—INFORMATION REGARDING APPLICANT

Full Name (Last, First, Middle): Birthdate: / /
Present Street Address: Years there:

City: State: Zip: Telephone:

Social Secunty No.: Driver’s License No.:

Previous Street Address: Yearsthere:
City: State: Zip

Present Employer: Years there: Telephone:

Position or title: Name of supervisor:

Employer’s Address:

Previous Employer: Years there

Previous Employer's Address:

Present net salary or s per No.D Ages

Alimony, child support, or separate maintenance income need not be revealed if you do not wish to have it considered as a basis for repaying
this obligation.

Alimony, child support, separate maintenance received under: court order [J written agreement [J oral understanding (J

Other income: § per Source(s) of other income:

Is any income listed in this Section likely to be reduced before the credit requested s paid off?
DO Yes (Explain in detail on a separate sheet.)

Have you ever reccived credit from us? When? Office

Checking Account No.: Institution and Branch:

Savings Account No. Institution and Branch:

Name of nearest relative

not living with you Telephone
Address:

SECTION B—INFORMATION REGARDING JOINT APPLICANT, OR OTHER PARTY (Use separate sheets if necessary.)

Full Name (Last, First, Middle): Birthdate
Relationship to Applicant (if any)

Present Street Address: Years there:
Ciy State Zip Telephone

Social Secunty No. Dnver’s License No.

Present Employer: Years there Telephone

Position or title: Name of supervisor:

Employer’s Address

Previous Employer: Years there:

Previous Employer’s Address

Present net salary o s per No. Dependents: Ages

Alimony, child support, or separate maintenance income need not he revealed if you do not wish to have it considered as a basis for repaying
this obligation.

Alimony. child support, separate maintenance received under: court order [ wnitten agreement [ oral understanding O

Other income: § per Source(s) of other income:

Is any income listed in this Section likely to be reduced before the credit requested is paid off?
O Yes (Explain tn detail on a separate sheet.)  No(J

Checking Account No. Institution and Branch:

Savings Account No. Institution and Branch:

Name of nearest relative not living with
Joint Applicant or Other Party

Address:

SECTION C--MARITAL STATUS
(Do not complete if this is an application for an individual account.)

Applicant: [J Married O Separated O Unmarried (including single, divorced, and widowed)
Other Pany: ([ Married O Separated O Unmarried (including single, divorced, and widowed)
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SECTION D— ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed giving information about
both the Applicant and Joint Applicant or Other Person. Please mark Applicant-related information wath an “A.” If Section B was not
completed, only give information about the Applicant in this Section.)

ASSETS OWNED (use separate sheet if necessary.)

Subject to Debt?
Description of Assets Value Yes/No Name(s) of Owner(s)
Cash $
Automobiles (Make, Model, Year)
Cash Value of Life Insurance (Issuer,
Face Value)
Real Estate (Locaton. Date Acquired)
Marketable Secunues (Issuer, Type, No. of Shares)
Other (List)
Total Assets $
OUTSTANDING DEBTS (Include charge accounts, installment contracts, credit cards, rent, mortgages, etc.
Use separate sheet if necessary.)
Type of Debt Name in Which Original Present Monthly Past Due?
Creditor or Acct. No. Acct. Carni Debt Balance Payments Yes/No
1. (Landlord or O Rent Payment $(Omitrent) |$(Omutrent) |$
Mongage Holder) O Mongage
2
3.
Total Debts s s $
(Credit References) Date Paid
1 s
2.
Are you a co-maker, endorser. or If “yes™
guarantor on any loan or contract?  Yes (] No O for whom? To whom?
Are there any unsausfied Yes O If yes™
Judgments against you? No O Amount § to whom owed?
Have you been declared Yes O If “yes™
bankrupt in the last 14 years? No O where? Year

Other Obligations—(E.g.. lability to pay alhmony, child support, separate mainienance. Use separate sheetif necessary.)

SECTION E— SECURED CREDIT (Briefly describe the property to he given as sccurity.)

and list names and addresses of all co-owners of the property:

Name

Address

If the secunity is real estate, give the full name of your spouse (if any)

Everything that I have stated in this application 15 correct to the best of my knowledge. I understand that you will retain this application whether
or not it is approved. You are authorized to check my credit and employment history and (o answer questions about your credit expenence with me.

Applicant’s Signature

Date
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[Closed-end, unsecured/secured credit]

CREDIT APPLICATION
IMPORTANT: Read these before this
Check O If you arc applying for individual credit in your own name and are relying on your own income or assets and not the income or assets of

Appropriate another person as the basis for repayment of the credit requested, complete only Sections A and D. If the requested credit is to be
Box secured, also complete the first part of Section C and Section E.

O Ifyouare B?plymg for joint credit with another person, complete all Sections except E, providing information in B about the joint
applicant. If the requested credit is to be secured, then complete Section E.

‘We intend to apply for joint credit.

Apphicant Co-Applican:

O If you are applying for individual credit, but are relying on income from alimony, child support, or separate maintenance or on the
income or assets of another person as the basis for repayment of the credit requested, complete all Sections except E to the extent
possible, providing information in B about the person on whose alimony, support, or maintenance payments or income or assets you
are relying. If the requested credit is to be secured, then complete Section E.

Amount Requested Payment Date Desired Proceeds of Credit
N To be Used For

SECTION A—INFORMATION REGARDING APPLICANT
Full Name (Last, First, Middle): Binthdate: / /

Present Sureet Address: Years there:

Cuty: State: Zip: Telephone:

Social Security No.: Driver’s License No.:

Previous Street Address: Years there:

Cuy: State: Zip:
Present Employer: Years there: Telephone:

Position or title: Name of supervisor:

Employer's Address:

Previous Employer. Years there:
Previous Employer's Address:

Present net salary or s per No. D¢ d Ages:

z}lllimomy, child support, or separate maintenance income need not be revealed if you do not wish to have it considered as a basis for repaying
this obligation.

Alimony, child support, separate maintenance received under: court order [ written agreement [J oral understanding (]

Other income: § per Source(s) of other income:

Is any income listed in this Section likely to be reduced before the credit requested is paid off?
O Yes (Explain in detail on a separate sheet.) [u]

Have you ever received credit from us? ‘When? Office

Checking Account No.: Institution and Branch:

Savings Account No. Institution and Branch:

Name of nearest relative

not living with you: Telephone:

Ry Address:

SECTION B—INFORMATION REGARDING JOINT APPLICANT, OR OTHER PARTY (Use separate sheets if necessary.)

Full Name (Last, First, Middle): Birthdate
Relationship to Applicant (if any)

Present Street Address: Yearsthere:
City: State: Zip: Telephone:

Social Security No.: Dnver’s License No.:

Present Employer: Years there: Telephone

Position or title: Name of supervisor

Previous Employer: Years there:

Previous Employer's Address:

Present net salary or s per No.L Ages

Alimony, child support, or separate maintenance income need not be revealed if you do not wish to have it considered as a basis for repaying
this obligation.

Alimony, child support, separate maintenance received under: court order [J written agreement [J oral understanding (J

Other income: $ per Source(s) of other income:

Is any income listed in this Section likely to be reduced before the credit requested is paid off?
O Yes (Explain in detail on a separate sheet.) ]

Checking Account No.: Insutution and Branch:

Savings Account No. Insutution and Branch

Name of nearest relative not living with

Joint Applicant or Other Party: Telephone:
R Address:
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[Closed-end, unsecured/secured credit]

SECTION C—MARITAL STATUS

(Do not complete if this is an application for individual unsecured credit.)

Applicant: [ Married O Separated [ Unmarried (including single, divorced, and widowed)

Other Party: [J Married O Separated O Unmarried (including single, divorced, and widowed)

SECTION D— ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed giving information about

both the Applicant and Joint Applicant or Other Person. Please mark Applicant-related information with an “A.” If Section B was not
completed, only give information about the Applicant in this Section.)

ASSETS OWNED (use separate sheet if necessary.)

Subject to Debt?
Description of Assets Value Yes/No
Cash s

Name(s) of Owner(s)

Automobiles (Make, Model, Year)

Cash Value of Life Insurance ([ssuer,
Face Value)

Real Estate (Location, Date Acquired)

Marketable Secunities (Issuer, Type, No. of Shares)

Other (List)
Total Assets $
OUTSTANDING DEBTS (Include charge accounts, installment contracts, credit cards, rent, mortgages, etc. Use separate sheet if necessary.)
Type of Debt Name in Which Original Present Monthly Past Due?
Creditor or Acct. No. Acct. Carned Debt Balance Payments Yes/No
1. (Landlord or O Rent Payment $(Omitrent) |$(Omitrent) |$
Mortgage Holder) O Morigage
2.
3.
Total Debts s $ N
(Credit References) Date Paid
1 S
2
Are you a co-maker, endorser, or Ifryes”
guarantor on any loan or contract? Yes O No O for whom? To whom?
Are there any unsausfied Yes O If“yes”
Judgments against you? No O Amount $ to whom owed?
Have you been declared Yes O I yes™
bankrupt in the last 14 years? No O where? Year

Other Obligations—(E.g

., liability to pay alimony, child support, separate mainienance. Use separate sheet if necessary.)

SECTION E—SECURED CREDIT (Complete only if credit s to be secured.) Briefly describe the property to be given

security.

and list names and addresses of all co-owners of the property:

Name Address

If the security is real estate, give the full name of your spouse (if any)

Everything that | have stated in this application is correct to the best of my knowledge. | understand that you will retain this application whether
or not 1t 1s approved. You are authorized to check my credit and employment history and to answer questions about your credit expenence with me

Applicant’s Signatre Date Other Signature Date
(Where Applicable)
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[Community property]
CREDIT APPLICATION
IMPORTANT: Read these before this
Check O If you are applying for individual credit in your own name, are not married, and are not relying on alimony, child support, or separate

Appropriate maintenance payments or on the income or assets of another person as the basis for repayment of the credit requested, complete only
Box Sections A and D. If the requested credit s to be secured, also complete Section E.
O In all other situations, complete all Sections except E, providing information in B about your spouse, a joint applicant or user, or
person on whose alimony, SUpport, or mainienance payments or income or assets you are relying. If the requested credit is to
be secured, also complete Section E.

If you intend to apply for joint credit, please initial here.
Applicant Co-Apphcant

Amount Requested Payment Date Desired Proceeds of Credit
s To be Used For

SECTION A—INFORMATION REGARDING APPLICANT
Full Name (Last, First, Middle): Birthdaw: / /

Present Sueet Address: Years there:

City: State: Zip: Telephone:

Social Security No.. Dnver’s License No.:

Previous Street Address: Years there:

City: State: Zip:

Present Employer: Years there: Telephone

Posttion or ttle: Name of supervisor:

Employer’s Address:

Previous Employer: Years there:

Previous Employer's Address:

Present net salary or s per No. D Ages:

Alimony, child support, or separate maintenance income need not be revealed if you do not wish to have it considered as a basis for repaying
this obligation.

Alimony, child support, separate maintenance received under: court order (] written agreement [J oral understanding OJ

Other income: § per Source(s) of other income:

Is any income listed in this Section likely o be reduced in the next two years or before the credit requested is paid off?
O Yes (Explain in detail on a separate sheet.)

Have you ever received credit from us? When? Office:

Checking Account No.: Institution and Branch:

Savings Account No.: Insutution and Branch:

Name of nearest relative

not living with you: Telephone:
Address:

SECTION B—INFORMATION REGARDING SPOUSE, JOINT APPLICANT, USER, OR OTHER PARTY (Use separate sheets if necessary.)

Full Name (Last, First, Middle): Birthdate: * /
Relationship to Applicant (if any):

Present Street Address: Years there
City: State: Zip: Telephone:

Social Security No.: Dnver's License No.:

Present Employer Years there: Telephone

Position or title Name of supervisor:

Employer’s Address:

Previous Employer: Years there

Previous Employer’s Address:

Present net salary or s per No.T Ages

Alimony, child support, or separate maintenance income need not he revealed if you do not wish to have it considered as a hasis for repaying
this obligation.

Alimony, child support, separate maintenance received under: court order [ wntien agreement [ oral understanding [

Other income: § per Source(s) of other income:

Is any income listed in this Section likely to be reduced in the next two years or before the credit requested 1s paid off?
[0 Yes (Explain in detail on a separate sheet.)

Checking Account No Institution and Branch

Savings Account No.: Insutution and Branch

Name of nearest relative not living with

Spouse, Joint Applicant, User. or Other Party: Telephone
Address
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[Community property]

SECTION C—MARITAL STATUS

Applicant: O Married O Separated O Unmarried (including single, divorced, and widowed)
Other Party: 0 Married O Separated O Unmarried (including single, divorced, and widowed)

SECTION D— ASSET AND DEBT INFORMATION (If Section B has been completed, this Section should be completed giving information about
both the Applicant and Spouse, Joint Applicant, User, or Other Person. Please mark Applicant-related information
with an “A.” If Section B was not completed, only give information about the Applicant in this Section.)

ASSETS OWNED (use scparate sheet if necessary.)

Subject to Debt?
Description of Assets Value Yes/No
Cash s

Name(s) of Owne(s)

Automobiles (Make, Model, Year)

Cash Value of Life Insurance (Issuer,
Face Value)

Real Estate (Location, Date Acquired)

Marketable Secuniues (Issuer, Type, No. of Shares)

Other (List)
Total Assets s
OUTSTANDING DEBTS (Include charge accounts, installment contracts, credit cards, rent, mortgages, etc. Use separate sheet if necessary.)
Type of Debt Name in Which Onginal Present Monthly Past Due?
Creditor or Acct. No. Acct. Carried Debt Balance Payments Yes/No
1. (Landlord or O Rent Payment $(Omitrent) |$ (Omitrent) |$
Montgage Holder) O Montgage
2.
3
Total Debts s s s
(Credit References) Date Paid
1 s
2.
Are you a co-maker, endorser, or I yes”
guarantor on any loan or contract?  Yes 0 NoO for whom? To whom?
Are there any unsatisfied Yes O If“yes”
judgments against you? Nod  Amount § t0 whom owed?
Have you been declared Yes O I yes”
bankrupt in the last 14 years? No O  where? Year

Other Obligations—(E.g., liability to pay alimony, child support, separate maintenance. Use separate sheet if necessary.)

SECTION E-SECURED CREDIT (Complete only if credit is to he secured.) Briefly describe the property to be given as security.

and list names and addresses of all co-owners of the property:

Name Address

Everything that I have stated in this application is correct o the best of my knowledge. T understand that you will retain this application whether
or not it is approved. You are authorized to check my credit and employment history and to answer questions about your credit expenence with me

Applicant’s Signature Date Other Signature Date
(Where Applicable)
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Uniform Residential Loan Application

This application is designed to be completed by the applicant(s) with the Lender’s assistance. Applicants should complete this form as “Borrower” or “Co-Borrower," as applicable.
Co-Borrower information must also be provided (and the appropriate box checked) when L the income or assets of a person other than the “Borrower” (including the Borrower's
spouse) will be used as a basis for loan qualification or O the income or assets of the Borrower's spouse will not be used as a basis for loan qualification, but his or her liabilities
must be considered because the Borrower resides in a community property state, the security property is located in a community property state, or the Borrower is relying on other
property located in a community property state as a basis for repayment of the loan.

I. TYPE OF MORTGAGE AND TERMS OF LOAN
Mortgage L VA Ul Conventional I Other (explain): Agency Case Number ILender Case Number

Applied for: 0 FHA Q UsDARural
Housing Service |
Amount  interestRate |No.of Months Amortization O FixedRate L Other (explain):
$ | %) ype: GPM Q) ARM (type):
Il. PROPERTY INFORMATION AND PURPOSE OF LOAN
Subject Property Address (street, city, state, & ZIP) No. of Units.
Tegal Description of Subject Property (aflach description if necessary) Vear Buit
Purpose of Loan Q) Purchase O Construction Q Other (explain): [Property will be: o
Q Refinance 1 Construction-Permanent tCI Primary Residence () Secondary Residence O Investment
plete this line if or ion-pe tloan.
Year Lot Original Cost ‘Amount Existing Liens |(a) Present Value of Lot I(b) Cost of Improvements [Total (a + b)
Acquired |
s $ S s
Complete this line if this is a refinance loan. T T T
Year Original Cost Amount Existing Liens Purpose of Refinance |Describe Improvements (1 made 1 to be made
Acquired |
S $ Cost: §
Title will be held in what Name(s) - : Manner in which Title will be held Estate will be held in:
Fee Simple
‘Source of Down Payment, Settlement Charges and/or Subordinate Financing (explain) T ) (9 Leasehold
(show expiration date)
Borrower Ill. BORROWER INFORMATION Co-Borrower
Borrower's Name (include Jr. or Sr. if applicable) (Co-Borrower's Name (include Jr. or Sr. if applicable)
Social Security Number [Home Phone (incl. area code) [DOB (MmDDAYY: . School |Social Security Number [Home Phone rea code) [DOB Mmoo YY) [Yrs. School
OMarried 1 Unmarried (include single, |Dependents (not listed by Co-Borrower) | Married ) Unmarried (include single, [Dependents (not listed by Borrower)
O Separated  divorced, widowed) no. lages (Q Separated  divorced, widowed) no. lages
Present Address (street, city, state, ZIP) T '0Own O Rent No. Yrs. |Present Address (street, city, state, ZIP) T'own ORent No. Yrs.
Mailing Address, if different from Present Address B Mailing Address, if different from Present Address N
If residing at present address for less than two years, complete the following:
Former Address (street, city, state, ZIP) (1 Own QI Rent ___ No. Yrs. [Former Address (street, city, state, ZIP) ~~ Own O Rent______ No. Vrs
Borrower IV. EMPLOYMENT INFORMATION orrower
Name & Address of Employer Self Employed |Yrs. on Name & Address of Employer Self Employed |Yrs. on this job
Yrs. employed in this i‘(rs, employed in this
line of work/profession line of work/profession
Position/Title/Type of Business Business Phone (incl. area code) [Position/Title/Type of Business Business Phone (incl. area code)
I employed in current position for less than two years or if currently employed in more than one position, complete the following: B B
Name & Address of Employer T Self Employed |Dates (from - to) Name & Address of Employer T Self Employed |Dates (from - to)
IMonthly Income Monthly Income
J $
Position/Title/Type of Business "~ [Business Phone (incl. area code) [PositiorvTitle/Type of Business [Business Phone (incl. area code)
Name & Address of Employer Q1 Self Employed [Dates (from - to) Name & Address of Employer T Self Employed [Dates (from - to)
Monthly Income Monthly Income
J $
Position/Title/Type of Business Business Phone (incl. area code) [Position/Title/Type of Business [Business Phone (incl. area code)
Freddie Mac Fom 65  01/04 Page 10f4 Fannie Mae Form 1003  01/04
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V. MONTHLY INCOME AND COMBINED HOUSING EXPENSE INFORMATION

[Combined Monthly

Gross Monthly Income Borrower Co-Borrower Total Housing Expense Present Proposed

Base Empl. Income”  [$ 3 3 ~IRent 5 e -
Overtime First Mortgage (P&l) s

Bonuses [Other Financing (P&1) .

Commissions Hazard Insurance

Dividends/interest " |Real Estate Taxes

Net Rental Income [Mortgage Insurance

Other (vefore completing, IHomeowner Assn. Dues

see the nolce i “describe - -
" below) [Other:

Total S S S [Total S S

Self Employed Borrower(s) may be required to provide additional documentation such as tax returns and financial statements.

Describe Other Income  Notice: Alimony, child support, er separate maintenance income need not be revealed if the
Borrower (B) or Co-Borrower (C) does not choose to have it considered for repaying this loan.

BIC | Monthly Amount

VI. ASSETS AND LIABILITIES
This Statement and any applicable supporting schedules may be completed jointly by both married and unmarried Co-Borrowers if their assets and liabilities are sufficiently joined
50 that the Statement can be meaningfully and fairly presented on a combined basis; otherwise, separate Statements and Schedules are required. If the Co-Borrower section was
completed about a spouse, this Statement and supporting schedules must be completed about that spouse also.
Completed 0 Jointly 2 Not Jointly

ASSETS Cash or Market Liabilities and Pledged Assets. List the credilor's name, address and account number for all outstanding
Description Value |debts, including automobile loans, revolving charge accounts, real estate loans, alimony, child support,
Cash deposi toward purchase held by 1S Istock pledges, etc. Use continuation sheet, if necessary. Indicate by (") those liabilties which will be
Isatisfied upon sale of real estate owned o upon refinancing of the subject property.
" | Monthly Payment & |
LIABILITIES | Months Left to Pay Unpaid Balance
Tist checking and savings accounts below [Name and address of Company S PaymenUMonths S
Name and address of Bank, S&L, or Credit Union
[Acct. no.
Acct. no. Name and address of Company 'S PaymentMonths S
Name and address of Bank, S&L, or Credit Union
Acct no. o o
Acct. no. S [Name and address of Company $ Payment/Months S
Name and address of Bank, S&L, or Credit Union
|Acct. no.
Acct. no. S ) [Name and address of Company 'S Payment/Months $
Name and address of Bank, S&L, or Credit Union
[Acct. no. B
Acct. no. g T Name and address of Company 'S Payment/Months S
Stocks & Bonds (Company name/number $
& description)
[Acct. no.
[ | __[Name and address of Company $ Payment/Months S
Life insurance net cash value S
Face amount: $
Subtotal Liquid Assets T R
Real eslate owned (enter market value  $ Acct. no.
f dule of real estate owned) [Name and address of Company 'S Payment/Months $
stin retiement fund ]
‘Net worth of business(es) owned o
(attach financial statement)
Automobiles owned (make and year) S (Acct. no.
[Alimony/Child Support/Separate Maintenance S
[Payments Owed to:
Other Assets (itemize) S
| Job-Related Expense (child cz jion dues, etc)  [$
Total Monthly Payments
As: [Net Worth e
Total Assets aS (a minus b) ‘ Is Total Liabilities b.[$
Freddie Mac Fom 65  01/04 Page20f4 Fannie Mae Form 1003  01/04
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. VI. ASSETS AND LIABILITIES (cont.)
Schedule of Real Estate Owned ((f additional properties are owned, use continuation sheet.) Insurance,
Property Address (enter S if sold, PS if pending sale | ype of Present Amount of Gross Mortgage Maintenance, Net
or Rif rental being held for income) g |Property|  Market Value  [Mortgages & Liens| Rental Income Payments Taxes & Misc. | Rental Income
$ s $ J s S

h

|

| ; : : |
Totals § 5 s s g s

List any additional names under which credit has previously been received and indicate appropriate creditor name(s) and account number(s):
Alternate Name Creditor Name Account Number
VII. DETAILS OF TRANSACTION VIil. DECLARATIONS
a. Purchase price $ If you answer “Yes” to any questions a through i, please use continuation Borrower |Co-Borrower
b, Alleralions, improvements, repairs sheet for Yes No | Yes No
©. Land (if acquired separately) a. Are there any outstanding judgments against you? Qaaaoa
d. Refinance (incl. debts to be paid off) 1 B b. Have you been declared bankrupt within the past 7 years? Qoo a
©. Estimaled prepaid ftems | c. Have you had property foreclosed upon or given title or deed inlieuthereoft O 0 | O O
f. Estimaled closing costs [ | inthelast7 years?
. PMI, MIE, Funding Fee d. Are you a party to a lawsuit? oo a
h. Discount (if Borrower will pay) le. Have you directly or indirectly been obligated on any loanwhichresutedin 3 Q| Q QO
i, Total costs (add items a through h) | foreclosure, transfer of title in lieu of foreclosure, or judgment?
. S3A loans, home
j. Subordinate financing | 0 W loans, any mortgage, bond,
- 1 “Yes; provide detais, induding date, name and address of Lender, FHA or
k. Borrower's closing costs paid by Seller VA case number, if any, and reasons for the mamﬂ
1. Other Credits (explain) . Are you presently delinquent or in default on any Federal debtoranyother Q Q| Q Q
loan, mortgage, financial obligation, bond, or loan guarantee?
1f*Yes give detals as described i the preceding queston.
g Are you obligated to pay alimony, child support, or separate maintenance? @ Q| Q  Q
m. Loan amount - | . Is any part of the down payment borrowed? Q aja a
(exclude PMI, MIP, Funding Fee financed) ii. Are you a co-maker or endorser on a note? Q aja a
n. PMI, MIP, Funding Fee financed 1 T j. Areyoua US. citizen? Q aoja Q
k. Are you a permanent resident alien? [ R |
o. Loan amount (add m & n) | I. Do you intend to occupy the property as your primary residence? Q a/o a
| 1%es? complt question m blow
m. Have you had an ownership interestin a property inthe lastthreeyears? O O | Q QO
p. Cash from/to Borrower - T (1) What type of property did you own—principal residence (PR),
(subtract j, k, 1 & o from i) | second home (SH), or investment property (IP)?
| (2) How did you hold title to the home—solely by yourself (),
| jointly with your spouse (SP), or jointly with another person (0)?

IX. ACKNOWLEDGMENT AND AGREEMENT

Each of the undersigned specifically represents to Lender and to Lender's actual or potential agents, brokers, processors, attorneys, insurers, servicers, successors and assigns
and agrees and acknowledges thaf: $1Yme information provided in this application is true and correct as of the date set forth opposite my signature and that any intentional or
negligent misrepresentation of this information contained in this application may result in civil liability, including monetary damages, to any person who may suffer any loss due to
reliance upon any misrepresentation that | have made on this application, and/or in criminal penalties including, but not limited to, fine or imprisonment or both under the provisions
of Title 18, United States Code, Sec. 1001, et seq.; (2) the loan requested pursuant to this application (the "Loan®) will be secured by a mortgage or deed of trust on the F[openy
described herein; (3) the proy rtx will not be used for any !g%gal or prohibited purpose or use; (4) all statements made in this application are made for the purpose of obf anrpmg‘
residential mortgage loan; @3 the pvtzggtly will be occupied'as indicated herein; (6) any owner or servicer of the Loan may verify or reverify any information contained in the
application from any source named in this afplicallon, and Lender, its successors or assigns may retain the original and/or an electronic record of this application, even if the Loan
is not agfroved; (7) the Lender and its a&en s, brokers, insurers, servicers, successors and assigns may con(muaule rely on the information contained in the application, and | am
obligated to amend and/or supplement the information provided in this application if any of the material facts that | have represented herein should change prior to closing of the
Loan; (8) in the event that my payments on the Loan become delinquent, the owner or servicer of the Loan may, in addition to any other rights and remedies that it may have
relating to such delinquency, report my name and account information to one or more consumer credit reporting agencies; (9) ownership of the Loan and/or administration of the
Loan account may be transterred with such notice as may be required by law; (10) neither Lender nor its agents, brokers, insurers, servicers, successors or assigns has made
representation or warranty, express or |mr||ed‘ to me regarding the property or the condition or value of the prorerry; and (11) my transmission of this application as an *electronic
record” containing my *electronic signature,” as those terms are defined in applicable federal and/or state laws (excluding audio and video recordings), or my facsimile
lransry\|§sit|)n Q:l this appll‘calion containing a fascimile of my signature, shall be as effective, enforceable and valid as if a paper version of this application were delivered containing
my original written signature.

Borrower's Signature ) © Date

[Co-Borrower's Signature Date

X | X
X. INFORMATION FOR GOVERNMENT MONITORING PURPOSES

The following information is requested by the Federal Government for certain types of loans related to a dwelling in order to monitor the lender's compliance with equal credit
opportunity, fair housing and home mortgage disclosure laws. You are not required to furnish this information, but are encouraged to do so. The law provides that a lender may
discriminate neither on the basis of this information, nor on whether you choose to furnish it. If you furnish the information, please provide both ethnicity and race. For race, you
may check more than one designation. If you do not furnish ethnicity, race, or sex, under Federal regulations, this lender is required to note the information on the basis of visual
observation or surname. If you do not wish to furnish the information, please check the box below. (Lender must review the above material to assure that the disclosures satisfy
all requirements to which the lender is subject under applicable state law for the particular type of loan applied for.)

BORROWER Q1 do not wish to turnish this information. CO-BORROWER (1 do not wish to furnish this information.
Ethnicity: Q Hispanic or Latino 1 Not Hispanic or Latino [Ethnicity: O Hispanic or Latino [ Not Hispanic or Latino
Race: O American Indian or (I Asian Qi Black or [Race: T American Indian or 00 Asian O Black or
Alaska Native African American Alaska Native African American
Q Native Hawaiian or Q) White Q) Native Hawaiian or O White
Other Pacific Islander Other Pacific Islander
Sex: QO Female O Male [Sex: O Female QO Male
To be Completed by Interviewer _Interviewer's Name (print or type) Name and Address of Interviewers Employer
This application was lgksn by:
a ;aa“ile"‘”“e Interview Interviewer's Signature Date
Q Teleph
Q W;F:‘;"e Interviewer's Phone Number (incl. area code)
Freddie Mac Form 65 01/04 Page 3of 4 Fannie Mae Form 1003  01/04
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Continuation Sheet/Residential Loan Application

Use this continuation sheet if youneed  |Borrower: |Agency Case Number:

more space to complete the Residential ‘
Loan Application. Mark B for Borrower o [CoBormower: Lender Case Number:
C for Co-Borrower. |
We fully itis a Federal crime punishable by fine or imprit or both, to knowingly make any fajs i of the above fa
under the provisions of Title 18, United States Code, Section 1001, et seq.
Borrower's Signature Date [Co-Borrower's Signature Date
X l X
Freddie Mac Fom 65 01704 Pagedot4 Fannie Mae Form 1003  01/04
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[Reg. B, 68 FR 13161, Mar. 18, 2003, as amend-
ed at 68 FR 53491, Sept. 11, 2003]

APPENDIX C TO PART 202—SAMPLE
NOTIFICATION FORMS

1. This appendix contains ten sample noti-
fication forms. Forms C-1 through C—4 are
intended for use in notifying an applicant
that adverse action has been taken on an ap-
plication or account under §§202.9(a)(1) and
(2)(i) of this regulation. Form C-5 is a notice
of disclosure of the right to request specific
reasons for adverse action under §§202.9(a)(1)
and (2)(ii). Form C-6 is designed for use in
notifying an applicant, under §202.9(c)(2),
that an application is incomplete. Forms C-
7 and C-8 are intended for use in connection
with applications for business credit under
§202.9(a)(3). Form C-9 is designed for use in
notifying an applicant of the right to receive
a copy of an appraisal under §202.14. Form C-
10 is designed for use in notifying an appli-
cant for nonmortgage credit that the cred-
itor is requesting applicant characteristic
information.

2. Form C-1 contains the Fair Credit Re-
porting Act disclosure as required by sec-
tions 615(a) and (b) of that act. Forms C-2
through C-5 contain only the section 615(a)
disclosure (that a creditor obtained informa-
tion from a consumer reporting agency that
played a part in the credit decision). A cred-
itor must provide the section 615(a) disclo-
sure when adverse action is taken against a
consumer based on information from a con-
sumer reporting agency. A creditor must
provide the section 615(b) disclosure when ad-
verse action is taken based on information
from an outside source other than a con-
sumer reporting agency. In addition, a cred-
itor must provide the section 615(b) disclo-
sure if the creditor obtained information
from an affiliate other than information in a
consumer report or other than information
concerning the affiliate’s own transactions
or experiences with the consumer. Creditors
may comply with the disclosure require-
ments for adverse action based on informa-
tion in a consumer report obtained from an
affiliate by providing either the section 615(a)
or section 615(b) disclosure.

3. The sample forms are illustrative and
may not be appropriate for all creditors.
They were designed to include some of the
factors that creditors most commonly con-
sider. If a creditor chooses to use the check-
list of reasons provided in one of the sample
forms in this appendix and if reasons com-
monly used by the creditor are not provided
on the form, the creditor should modify the
checklist by substituting or adding other
reasons. For example, if “inadequate down
payment” or “no deposit relationship with
us” are common reasons for taking adverse
action on an application, the creditor ought
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to add or substitute such reasons for those
presently contained on the sample forms.

4. If the reasons listed on the forms are not
the factors actually used, a creditor will not
satisfy the notice requirement by simply
checking the closest identifiable factor list-
ed. For example, some creditors consider
only references from banks or other deposi-
tory institutions and disregard finance com-
pany references altogether; their statement
of reasons should disclose “insufficient bank
references,” not “insufficient credit ref-
erences.” Similarly, a creditor that considers
bank references and other credit references
as distinct factors should treat the two fac-
tors separately and disclose them as appro-
priate. The creditor should either add such
other factors to the form or check “other”
and include the appropriate explanation. The
creditor need not, however, describe how or
why a factor adversely affected the applica-
tion. For example, the notice may say
“length of residence” rather than “too short a
period of residence.”

5. A creditor may design its own notifica-
tion forms or use all or a portion of the
forms contained in this appendix. Proper use
of Forms C-1 through C-4 will satisfy the re-
quirement of §202.9(a)(2)(i). Proper use of
Forms C-5 and C-6 constitutes full compli-
ance with §§202.9(a)(2)(ii) and 202.9(c)(2), re-
spectively. Proper use of Forms C-7 and C-8
will satisfy the requirements of §202.9(a)(2)(1)
and (ii), respectively, for applications for
business credit. Proper use of Form C-9 will
satisfy the requirements of §202.14 of this
part. Proper use of Form C-10 will satisfy the
requirements of §202.5(b)(1).

Form C-1—Sample Notice of Action Taken
and Statement of Reasons

Statement of Credit Denial, Termination or
Change

Date: -
Applicant’s Name:

Applicant’s Address:

Description of Account, Transaction, or Re-
quested Credit:

Description of Action Taken:

Part I—Principal Reason(s) for Credit De-
nial, Termination, or Other Action Taken
Concerning Credit

This section must be completed in all in-
stances.

Credit application incomplete

Insufficient number of credit ref-
erences provided

Unacceptable type of credit references
provided

Unable to verify credit references
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Temporary or irregular employment
Unable to verify employment
Length of employment
Income insufficient for amount of
credit requested
Excessive obligations in relation to
income
Unable to verify income
Length of residence
Temporary residence
Unable to verify residence
No credit file
Limited credit experience
Poor credit performance with us
Delinquent past or present credit obli-
gations with others
Collection action or judgment
Garnishment or attachment
Foreclosure or repossession
Bankruptcy
Number of recent inquiries on credit
bureau report
Value or type of collateral not suffi-
cient
Other, specify:

Part II—Disclosure of Use of Information
Obtained From an Outside Source

This section should be completed if the
credit decision was based in whole or in part
on information that has been obtained from
an outside source.

Our credit decision was based in
whole or in part on information obtained in
a report from the consumer reporting agency
listed below. You have a right under the Fair
Credit Reporting Act to know the informa-
tion contained in your credit file at the con-
sumer reporting agency. The reporting agen-
cy played no part in our decision and is un-
able to supply specific reasons why we have
denied credit to you. You also have a right
to a free copy of your report from the report-
ing agency, if you request it no later than 60
days after you receive this notice. In addi-
tion, if you find that any information con-
tained in the report you receive is inaccurate
or incomplete, you have the right to dispute
the matter with the reporting agency.

Name:

Address:

[Toll-free] Telephone number:

Our credit decision was based in

whole or in part on information obtained
from an affiliate or from an outside source
other than a consumer reporting agency.
Under the Fair Credit Reporting Act, you
have the right to make a written request, no
later than 60 days after you receive this no-
tice, for disclosure of the nature of this in-
formation.

If you have any questions regarding this no-
tice, you should contact:
Creditor’s name:
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Creditor’s address:

Creditor’s telephone number:

Notice: The federal Equal Credit Oppor-
tunity Act prohibits creditors from discrimi-
nating against credit applicants on the basis
of race, color, religion, national origin, sex,
marital status, age (provided the applicant
has the capacity to enter into a binding con-
tract); because all or part of the applicant’s
income derives from any public assistance
program; or because the applicant has in
good faith exercised any right under the Con-
sumer Credit Protection Act. The federal
agency that administers compliance with
this law concerning this creditor is (name
and address as specified by the appropriate
agency listed in appendix A).

Form C-2—Sample Notice of Action Taken
and Statement of Reasons

Date

Dear Applicant: Thank you for your recent
application. Your request for [a loan/a credit
card/an increase in your credit limit] was
carefully considered, and we regret that we
are unable to approve your application at
this time, for the following reason(s):

Your Income:

is below our minimum requirement.
is insufficient to sustain payments on
the amount of credit requested.
could not be verified.
Your Employment:

is not of sufficient length to qualify.
could not be verified.

Your Credit History:

of making payments on time was not
satisfactory.
could not be verified.
Your Application:
lacks a sufficient number of credit ref-
erences.
lacks acceptable types of credit ref-
erences.
reveals that current obligations are
excessive in relation to income.
Other:

The consumer reporting agency contacted
that provided information that influenced
our decision in whole or in part was [name,
address and [toll-free] telephone number of
the reporting agency]. The reporting agency
played no part in our decision and is unable
to supply specific reasons why we have de-
nied credit to you. You have a right under
the Fair Credit Reporting Act to know the
information contained in your credit file at
the consumer reporting agency. You also
have a right to a free copy of your report
from the reporting agency, if you request it
no later than 60 days after you receive this
notice. In addition, if you find that any in-
formation contained in the report you re-
ceive is inaccurate or incomplete, you have
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the right to dispute the matter with the re-
porting agency. Any questions regarding
such information should be directed to [con-
sumer reporting agency]. If you have any
questions regarding this letter, you should
contact us at [creditor’s name, address and
telephone number].

Notice: The federal Equal Credit Oppor-
tunity Act prohibits creditors from discrimi-
nating against credit applicants on the basis
of race, color, religion, national origin, sex,
marital status, age (provided the applicant
has the capacity to enter into a binding con-
tract); because all or part of the applicant’s
income derives from any public assistance
program; or because the applicant has in
good faith exercised any right under the Con-
sumer Credit Protection Act. The federal
agency that administers compliance with
this law concerning this creditor is (name
and address as specified by the appropriate
agency listed in appendix A).

Form C-3—Sample Notice of Action Taken
and Statement of Reasons (Credit Scoring)

Date

Dear Applicant: Thank you for your recent
application for . We regret that we
are unable to approve your request.

Your application was processed by a credit
scoring system that assigns a numerical
value to the various items of information we
consider in evaluating an application. These
numerical values are based upon the results
of analyses of repayment histories of large
numbers of customers.

The information you provided in your ap-
plication did not score a sufficient number of
points for approval of the application. The
reasons you did not score well compared
with other applicants were:

e Insufficient bank references

e Type of occupation

e Insufficient credit experience

e Number of recent inquiries on credit bu-
reau report

In evaluating your application the con-
sumer reporting agency listed below pro-
vided us with information that in whole or in
part influenced our decision. The consumer
reporting agency played no part in our deci-
sion and is unable to supply specific reasons
why we have denied credit to you. You have
a right under the Fair Credit Reporting Act
to know the information contained in your
credit file at the consumer reporting agency.
It can be obtained by contacting: [name, ad-
dress, and [toll-free] telephone number of the
consumer reporting agency]. You also have a
right to a free copy of your report from the
reporting agency, if you request it no later
than 60 days after you receive this notice. In
addition, if you find that any information
contained in the report you receive is inac-
curate or incomplete, you have the right to

47

Pt. 202, App. C

dispute the matter with the reporting agen-
cy.

If you have any questions regarding this
letter, you should contact us at

Creditor’s Name:

Address:

Telephone:

Sincerely,

Notice: The federal Equal Credit Oppor-
tunity Act prohibits creditors from discrimi-
nating against credit applicants on the basis
of race, color, religion, national origin, sex,
marital status, age (with certain limited ex-
ceptions); because all or part of the appli-
cant’s income derives from any public assist-
ance program; or because the applicant has
in good faith exercised any right under the
Consumer Credit Protection Act. The federal
agency that administers compliance with
this law concerning this creditor is (nmame
and address as specified by the appropriate
agency listed in appendix A).

Form C-4—Sample Notice of Action Taken,
Statement of Reasons and Counteroffer

Date

Dear Applicant: Thank you for your appli-
cation for . We are unable to offer
you credit on the terms that you requested
for the following reason(s):

We can, however, offer you credit on the
following terms:

If this offer is acceptable to you, please no-
tify us within [amount of time] at the fol-
lowing address: .

Our credit decision on your application
was based in whole or in part on information
obtained in a report from [name, address and
[toll-free] telephone number of the consumer
reporting agency]. You have a right under
the Fair Credit Reporting Act to know the
information contained in your credit file at
the consumer reporting agency. The report-
ing agency played no part in our decision
and is unable to supply specific reasons why
we have denied credit to you. You also have
a right to a free copy of your report from the
reporting agency, if you request it no later
than 60 days after you receive this notice. In
addition, if you find that any information
contained in the report you receive is inac-
curate or incomplete, you have the right to
dispute the matter with the reporting agen-
cy.

You should know that the federal Equal
Credit Opportunity Act prohibits creditors,
such as ourselves, from discriminating
against credit applicants on the basis of
their race, color, religion, national origin,
sex, marital status, age (provided the appli-
cant has the capacity to enter into a binding
contract), because they receive income from
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a public assistance program, or because they
may have exercised their rights under the
Consumer Credit Protection Act. If you be-
lieve there has been discrimination in han-
dling your application you should contact
the [name and address of the appropriate fed-
eral enforcement agency listed in appendix
Al.
Sincerely,

Form C-5—Sample Disclosure of Right To
Request Specific Reasons for Credit Denial

Date

Dear Applicant: Thank you for applying to
us for .

After carefully reviewing your application,
we are sorry to advise you that we cannot
[open an account for you/grant a loan to youw/
increase your credit limit] at this time. If
you would like a statement of specific rea-
sons why your application was denied, please
contact [our credit service manager] shown
below within 60 days of the date of this let-
ter. We will provide you with the statement
of reasons within 30 days after receiving
your request.

Creditor’s Name
Address
Telephone Number

If we obtained information from a con-
sumer reporting agency as part of our con-
sideration of your application, its name, ad-
dress, and [toll-free] telephone number is
shown below. The reporting agency played
no part in our decision and is unable to sup-
ply specific reasons why we have denied cred-
it to you. [You have a right under the Fair
Credit Reporting Act to know the informa-
tion contained in your credit file at the con-
sumer reporting agency.] You have a right to
a free copy of your report from the reporting
agency, if you request it no later than 60
days after you receive this notice. In addi-
tion, if you find that any information con-
tained in the report you received is inac-
curate or incomplete, you have the right to
dispute the matter with the reporting agen-
cy. You can find out about the information
contained in your file (if one was used) by
contacting:

Consumer reporting agency’s name
Address
[Toll-free] Telephone number

Sincerely,

Notice: The federal Equal Credit Oppor-
tunity Act prohibits creditors from discrimi-
nating against credit applicants on the basis
of race, color, religion, national origin, sex,
marital status, age (provided the applicant
has the capacity to enter into a binding con-
tract); because all or part of the applicant’s
income derives from any public assistance
program; or because the applicant has in
good faith exercised any right under the Con-
sumer Credit Protection Act. The federal
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agency that administers compliance with
this law concerning this creditor is (mame
and address as specified by the appropriate
agency listed in appendix A).

Form C-6—Sample Notice of Incomplete Ap-
plication and Request for Additional Infor-
mation

Creditor’s name
Address
Telephone number
Date

Dear Applicant: Thank you for your appli-
cation for credit. The following information
is needed to make a decision on your appli-
cation:

We need to receive this information by

(date). If we do not receive it by

that date, we will regrettably be unable to

give further consideration to your credit re-
quest.

Sincerely,

Form C-7—Sample Notice of Action Taken
and Statement of Reasons (Business Credit)

Creditor’s Name
Creditor’s address

Date

Dear Applicant: Thank you for applying to
us for credit. We have given your request
careful consideration, and regret that we are
unable to extend credit to you at this time
for the following reasons:

(Insert appropriate reason, such as: Value
or type of collateral not sufficient; Lack of
established earnings record; Slow or past due
in trade or loan payments)

Sincerely,

Notice: The federal Equal Credit Oppor-
tunity Act prohibits creditors from discrimi-
nating against credit applicants on the basis
of race, color, religion, national origin, sex,
marital status, age (provided the applicant
has the capacity to enter into a binding con-
tract); because all or part of the applicant’s
income derives from any public assistance
program; or because the applicant has in
good faith exercised any right under the Con-
sumer Credit Protection Act. The federal
agency that administers compliance with
this law concerning this creditor is [name
and address as specified by the appropriate
agency listed in appendix A].

Form C-8—Sample Disclosure of Right To
Request Specific Reasons for Credit Denial
Given at Time of Application (Business
Credit)

Creditor’s name
Creditor’s address

If your application for business credit is
denied, you have the right to a written state-
ment of the specific reasons for the denial.
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To obtain the statement, please contact
[name, address and telephone number of the
person or office from which the statement of
reasons can be obtained] within 60 days from
the date you are notified of our decision. We
will send you a written statement of reasons
for the denial within 30 days of receiving
your request for the statement.

Notice: The federal Equal Credit Oppor-
tunity Act prohibits creditors from discrimi-
nating against credit applicants on the basis
of race, color, religion, national origin, sex,
marital status, age (provided the applicant
has the capacity to enter into a binding con-
tract); because all or part of the applicant’s
income derives from any public assistance
program; or because the applicant has in
good faith exercised any right under the Con-
sumer Credit Protection Act. The federal
agency that administers compliance with
this law concerning this creditor is [name
and address as specified by the appropriate
agency listed in appendix A].

Form C-9—Sample Disclosure of Right To
Receive a Copy of an Appraisal

You have the right to a copy of the ap-
praisal report used in connection with your
application for credit. If you wish a copy,
please write to us at the mailing address we
have provided. We must hear from you no
later than 90 days after we notify you about
the action taken on your credit application
or you withdraw your application.

[In your letter, give us the following infor-
mation:]

Form C-10—Sample Disclosure About
Voluntary Data Notation

We are requesting the following informa-
tion to monitor our compliance with the fed-
eral Equal Credit Opportunity Act, which
prohibits unlawful discrimination. You are
not required to provide this information. We
will not take this information (or your deci-
sion not to provide this information) into ac-
count in connection with your application or
credit transaction. The law provides that a
creditor may not discriminate based on this
information, or based on whether or not you
choose to provide it. [If you choose not to
provide the information, we will note it by
visual observation or surname].

APPENDIX D TO PART 202—ISSUANCE OF
STAFF INTERPRETATIONS

1. Official Staff Interpretations. Officials in
the Board’s Division of Consumer and Com-
munity Affairs are authorized to issue offi-
cial staff interpretations of this regulation.
These interpretations provide the protection
afforded under section 706(e) of the Act. Ex-
cept in unusual circumstances, such inter-
pretations will not be issued separately but
will be incorporated in an official com-
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mentary to the regulation, which will be
amended periodically.

2. Requests for Issuance of Official Staff In-
terpretations. A request for an official staff
interpretation should be in writing and ad-
dressed to the Director, Division of Con-
sumer and Community Affairs, Board of Gov-
ernors of the Federal Reserve System, Wash-
ington, DC 20551. The request should contain
a complete statement of all relevant facts
concerning the issue, including copies of all
pertinent documents.

3. Scope of Interpretations. No staff interpre-
tations will be issued approving creditors’
forms or statements. This restriction does
not apply to forms or statements whose use
is required or sanctioned by a government
agency.

SUPPLEMENT I TO PART 202—OFFICIAL
STAFF INTERPRETATIONS

Following is an official staff interpretation
of Regulation B (12 CFR part 202) issued
under authority delegated by the Federal Re-
serve Board to officials in the Division of
Consumer and Community Affairs. Ref-
erences are to sections of the regulation or
the Equal Credit Opportunity Act (15 U.S.C.
1601 et seq.).

Introduction

1. Official status. Section 706(e) of the Equal
Credit Opportunity Act protects a creditor
from civil liability for any act done or omit-
ted in good faith in conformity with an in-
terpretation issued by a duly authorized offi-
cial of the Federal Reserve Board. This com-
mentary is the means by which the Division
of Consumer and Community Affairs of the
Federal Reserve Board issues official staff
interpretations of Regulation B. Good-faith
compliance with this commentary affords a
creditor protection under section 706(e) of
the Act.

2. Issuance of interpretations. Under Appen-
dix D to the regulation, any person may re-
quest an official staff interpretation. Inter-
pretations will be issued at the discretion of
designated officials and incorporated in this
commentary following publication for com-
ment in the FEDERAL REGISTER. Except in
unusual circumstances, official staff inter-
pretations will be issued only by means of
this commentary.

3. Status of previous interpretations. Inter-
pretations of Regulation B previously issued
by the Federal Reserve Board and its staff
have been incorporated into this com-
mentary as appropriate. All other previous
Board and staff interpretations, official and
unofficial, are superseded by this com-
mentary.

4. Footnotes. Footnotes in the regulation
have the same legal effect as the text of the
regulation, whether they are explanatory or
illustrative in nature.
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5. Comment designations. The comments are
designated with as much specificity as pos-
sible according to the particular regulatory
provision addressed. Each comment in the
commentary is identified by a number and
the regulatory section or paragraph that it
interprets. For example, comments to
§202.2(c) are further divided by subparagraph,
such as comment 2(c)(1)(ii)-1 and comment
2(c)(2)(ii)-1.

Section 202.1—Authority, Scope, and Purpose

1(a) Authority and scope.

1. Scope. The Equal Credit Opportunity Act
and Regulation B apply to all credit—com-
mercial as well as personal—without regard
to the nature or type of the credit or the
creditor. If a transaction provides for the de-
ferral of the payment of a debt, it is credit
covered by Regulation B even though it may
not be a credit transaction covered by Regu-
lation Z (Truth in Lending) (12 CFR part
226). Further, the definition of creditor is not
restricted to the party or person to whom
the obligation is initially payable, as is the
case under Regulation Z. Moreover, the Act
and regulation apply to all methods of credit
evaluation, whether performed judgmentally
or by use of a credit scoring system.

2. Foreign applicability. Regulation B gen-
erally does not apply to lending activities
that occur outside the United States. The
regulation does apply to lending activities
that take place within the United States (as
well as the Commonwealth of Puerto Rico
and any territory or possession of the United
States), whether or not the applicant is a
citizen.

3. Board. The term Board, as used in this
regulation, means the Board of Governors of
the Federal Reserve System.

Section 202.2—Definitions

2(c) Adverse action.
Paragraph 2(c)(1)(1)

1. Application for credit. If the applicant ap-
plied in accordance with the creditor’s proce-
dures, a refusal to refinance or extend the
term of a business or other loan is adverse
action.

Paragraph 2(c)(1)(i1)

1. Move from service area. If a credit card
issuer terminates the open-end account of a
customer because the customer has moved
out of the card issuer’s service area, the ter-
mination is adverse action unless termi-
nation on this ground was explicitly pro-
vided for in the credit agreement between
the parties. In cases where termination is ad-
verse action, notification is required under
§202.9.

2. Termination based on credit limit. If a cred-
itor terminates credit accounts that have
low credit limits (for example, under $400)
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but keeps open accounts with higher credit
limits, the termination is adverse action and
notification is required under §202.9.

Paragraph 2(c)(2)(ii)

1. Default—ezxercise of due-on-sale clause. If a
mortgagor sells or transfers mortgaged prop-
erty without the consent of the mortgagee,
and the mortgagee exercises its contractual
right to accelerate the mortgage loan, the
mortgagee may treat the mortgagor as being
in default. An adverse action notice need not
be given to the mortgagor or the transferee.
(See comment 2(e)-1 for treatment of a pur-
chaser who requests to assume the loan.)

2. Current delinquency or default. The term
adverse action does not include a creditor’s
termination of an account when the
accountholder is currently in default or de-
linquent on that account. Notification in ac-
cordance with §202.9 of the regulation gen-
erally is required, however, if the creditor’s
action is based on a past delinquency or de-
fault on the account.

Paragraph 2(c)(2)(iii)

1. Point-of-sale transactions. Denial of credit
at point of sale is not adverse action except
under those circumstances specified in the
regulation. For example, denial at point of
sale is not adverse action in the following
situations:

i. A credit cardholder presents an expired
card or a card that has been reported to the
card issuer as lost or stolen.

ii. The amount of a transaction exceeds a
cash advance or credit limit.

iii. The circumstances (such as excessive
use of a credit card in a short period of time)
suggest that fraud is involved.

iv. The authorization facilities are not
functioning.

v. Billing statements have been returned
to the creditor for lack of a forwarding ad-
dress.

2. Application for increase in available credit.
A refusal or failure to authorize an account
transaction at the point of sale or loan is not
adverse action except when the refusal is a
denial of an application, submitted in ac-
cordance with the creditor’s procedures, for
an increase in the amount of credit.

Paragraph 2(c)(2)(v)

1. Terms of credit versus type of credit offered.
When an applicant applies for credit and the
creditor does not offer the credit terms re-
quested by the applicant (for example, the
interest rate, length of maturity, collateral,
or amount of downpayment), a denial of the
application for that reason is adverse action
(unless the creditor makes a counteroffer
that is accepted by the applicant) and the
applicant is entitled to notification under
§202.9.

2(e) Applicant.
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1. Request to assume loan. If a mortgagor
sells or transfers the mortgaged property
and the buyer makes an application to the
creditor to assume the mortgage loan, the
mortgagee must treat the buyer as an appli-
cant unless its policy is not to permit as-

sumptions.
2(f) Application.
1. General. A creditor has the latitude

under the regulation to establish its own ap-
plication process and to decide the type and
amount of information it will require from
credit applicants.

2. Procedures used. The term “procedures”
refers to the actual practices followed by a
creditor for making credit decisions as well
as its stated application procedures. For ex-
ample, if a creditor’s stated policy is to re-
quire all applications to be in writing on the
creditor’s application form, but the creditor
also makes credit decisions based on oral re-
quests, the creditor’s procedures are to ac-
cept both oral and written applications.

3. When an inquiry or prequalification request
becomes an application. A creditor is encour-
aged to provide consumers with information
about loan terms. However, if in giving infor-
mation to the consumer the creditor also
evaluates information about the consumer,
decides to decline the request, and commu-
nicates this to the consumer, the creditor
has treated the inquiry or prequalification
request as an application and must then
comply with the notification requirements
under §202.9. Whether the inquiry or
prequalification request becomes an applica-
tion depends on how the creditor responds to
the consumer, not on what the consumer
says or asks. (See comment 9-5 for further
discussion of prequalification requests; see
comment 2(f)-6 for a discussion of
preapproval requests.)

4. Examples of inquiries that are not applica-
tions. The following examples illustrate situ-
ations in which only an inquiry has taken
place:

i. A consumer calls to ask about loan
terms and an employee explains the credi-
tor’s basic loan terms, such as interest rates,
loan-to-value ratio, and debt-to-income
ratio.

ii. A consumer calls to ask about interest
rates for car loans, and, in order to quote the
appropriate rate, the loan officer asks for the
make and sales price of the car and the
amount of the downpayment, then gives the
consumer the rate.

iii. A consumer asks about terms for a loan
to purchase a home and tells the loan officer
her income and intended downpayment, but
the loan officer only explains the creditor’s
loan-to-value ratio policy and other basic
lending policies, without telling the con-
sumer whether she qualifies for the loan.

iv. A consumer calls to ask about terms for
a loan to purchase vacant land and states his
income and the sales price of the property to
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be financed, and asks whether he qualifies
for a loan; the employee responds by describ-
ing the general lending policies, explaining
that he would need to look at all of the con-
sumer’s qualifications before making a deci-
sion, and offering to send an application
form to the consumer.

5. Examples of an application. An applica-
tion for credit includes the following situa-
tions:

i. A person asks a financial institution to
“preapprove” her for a loan (for example, to
finance a house or a vehicle she plans to buy)
and the institution reviews the request
under a program in which the institution,
after a comprehensive analysis of her credit-
worthiness, issues a written commitment
valid for a designated period of time to ex-
tend a loan up to a specified amount. The
written commitment may not be subject to
conditions other than conditions that re-
quire the identification of adequate collat-
eral, conditions that require no material
change in the applicant’s financial condition
or creditworthiness prior to funding the
loan, and limited conditions that are not re-
lated to the financial condition or credit-
worthiness of the applicant that the lender
ordinarily attaches to a traditional applica-
tion (such as certification of a clear termite
inspection for a home purchase loan, or a
maximum mileage requirement for a used
car loan). But if the creditor’s program does
not provide for giving written commitments,
requests for preapprovals are treated as
prequalification requests for purposes of the
regulation.

ii. Under the same facts as above, the fi-
nancial institution evaluates the person’s
creditworthiness and determines that she
does not qualify for a preapproval.

6. Completed application—diligence require-
ment. The regulation defines a completed ap-
plication in terms that give a creditor the
latitude to establish its own information re-
quirements. Nevertheless, the creditor must
act with reasonable diligence to collect in-
formation needed to complete the applica-
tion. For example, the creditor should re-
quest information from third parties, such as
a credit report, promptly after receiving the
application. If additional information is
needed from the applicant, such as an ad-
dress or a telephone number to verify em-
ployment, the creditor should contact the
applicant promptly. (But see comment
9(a)(1)-3, which discusses the creditor’s op-
tion to deny an application on the basis of
incompleteness.)

2(g) Business credit.

1. Definition. The test for deciding whether
a transaction qualifies as business credit is
one of primary purpose. For example, an
open-end credit account used for both per-
sonal and business purposes is not business
credit unless the primary purpose of the ac-
count is business-related. A creditor may
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rely on an applicant’s statement of the pur-
pose for the credit requested.

2(j) Credit.

1. General. Regulation B covers a wider
range of credit transactions than Regulation
Z (Truth in Lending). Under Regulation B, a
transaction is credit if there is a right to
defer payment of a debt—regardless of
whether the credit is for personal or com-
mercial purposes, the number of install-
ments required for repayment, or whether
the transaction is subject to a finance
charge.

2(1) Creditor.

1. Assignees. The term creditor includes all
persons participating in the credit decision.
This may include an assignee or a potential
purchaser of the obligation who influences
the credit decision by indicating whether or
not it will purchase the obligation if the
transaction is consummated.

2. Referrals to creditors. For certain pur-
poses, the term creditor includes persons
such as real estate brokers, automobile deal-
ers, home builders, and home-improvement
contractors who do not participate in credit
decisions but who only accept applications
and refer applicants to creditors, or select or
offer to select creditors to whom credit re-
quests can be made. These persons must
comply with §202.4(a), the general rule pro-
hibiting discrimination, and with §202.4(b),
the general rule against discouraging appli-
cations.

2(p) Empirically derived and other credit scor-
ing systems.

1. Purpose of definition. The definition
under §202.2(p)(1)(i) through (iv) sets the cri-
teria that a credit system must meet in
order to use age as a predictive factor. Credit
systems that do not meet these criteria are
judgmental systems and may consider age
only for the purpose of determining a “perti-
nent element of creditworthiness.” (Both
types of systems may favor an elderly appli-
cant. See §202.6(b)(2).)

2. Periodic revalidation. The regulation does
not specify how often credit scoring systems
must be revalidated. The credit scoring sys-
tem must be revalidated frequently enough
to ensure that it continues to meet recog-
nized professional statistical standards for
statistical soundness. To ensure that pre-
dictive ability is being maintained, the cred-
itor must periodically review the perform-
ance of the system. This could be done, for
example, by analyzing the loan portfolio to
determine the delinquency rate for each
score interval, or by analyzing population
stability over time to detect deviations of
recent applications from the applicant popu-
lation used to validate the system. If this
analysis indicates that the system no longer
predicts risk with statistical soundness, the
system must be adjusted as necessary to re-
establish its predictive ability. A creditor is
responsible for ensuring its system is vali-
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dated and revalidated based on the creditor’s
own data.

3. Pooled data scoring systems. A scoring sys-
tem or the data from which to develop such
a system may be obtained from either a sin-
gle credit grantor or multiple credit
grantors. The resulting system will qualify
as an empirically derived, demonstrably and
statistically sound, credit scoring system
provided the criteria set forth in paragraph
(p)(1)(i) through (iv) of this section are met.
A creditor is responsible for ensuring its sys-
tem is validated and revalidated based on the
creditor’s own data when it becomes avail-
able.

4. Effects test and disparate treatment. An
empirically derived, demonstrably and sta-
tistically sound, credit scoring system may
include age as a predictive factor (provided
that the age of an elderly applicant is not as-
signed a negative factor or value). Besides
age, no other prohibited basis may be used as
a variable. Generally, credit scoring systems
treat all applicants objectively and thus
avoid problems of disparate treatment. In
cases where a credit scoring system is used
in conjunction with individual discretion,
disparate treatment could conceivably occur
in the evaluation process. In addition, neu-
tral factors used in credit scoring systems
could nonetheless be subject to challenge
under the effects test. (See comment 6(a)-2
for a discussion of the effects test).

2(w) Open-end credit.

1. Open-end real estate mortgages. The term
“open-end credit” does not include negotiated
advances under an open-end real estate
mortgage or a letter of credit.

2(z) Prohibited basis.

1. Persons associated with applicant. As used
in this regulation, prohibited basis refers not
only to characteristics—the race, color, reli-
gion, national origin, sex, marital status, or
age—of an applicant (or officers of an appli-
cant in the case of a corporation) but also to
the characteristics of individuals with whom
an applicant is affiliated or with whom the
applicant associates. This means, for exam-
ple, that under the general rule stated in
§202.4(a), a creditor may not discriminate
against an applicant because of that person’s
personal or business dealings with members
of a certain religion, because of the national
origin of any persons associated with the ex-
tension of credit (such as the tenants in the
apartment complex being financed), or be-
cause of the race of other residents in the
neighborhood where the property offered as
collateral is located.

2. National origin. A creditor may not
refuse to grant credit because an applicant
comes from a particular country but may
take the applicant’s immigration status into
account. A creditor may also take into ac-
count any applicable law, regulation, or ex-
ecutive order restricting dealings with citi-
zens (or the government) of a particular



Federal Reserve System

country or imposing limitations regarding
credit extended for their use.

3. Public assistance program. Any federal,
state, or local governmental assistance pro-
gram that provides a continuing, periodic in-
come supplement, whether premised on enti-
tlement or need, is “public assistance” for
purposes of the regulation. The term in-
cludes (but is not limited to) Temporary Aid
to Needy Families, food stamps, rent and
mortgage supplement or assistance pro-
grams, social security and supplemental se-
curity income, and unemployment com-
pensation. Only physicians, hospitals, and
others to whom the benefits are payable need
consider Medicare and Medicaid as public as-
sistance.

Section 202.3—Limited Exceptions for
Certain Classes of Transactions

1. Scope. Under this section, procedural re-
quirements of the regulation do not apply to
certain types of credit. All classes of trans-
actions remain subject to §202.4(a), the gen-
eral rule barring discrimination on a prohib-
ited basis, and to any other provision not
specifically excepted.

3(a) Public-utilities credit.

1. Definition. This definition applies only to
credit for the purchase of a utility service,
such as electricity, gas, or telephone service.
Credit provided or offered by a public utility
for some other purpose—such as for financ-
ing the purchase of a gas dryer, telephone
equipment, or other durable goods, or for in-
sulation or other home improvements—is
not excepted.

2. Security deposits. A utility company is a
creditor when it supplies utility service and
bills the user after the service has been pro-
vided. Thus, any credit term (such as a re-
quirement for a security deposit) is subject
to the regulation’s bar against discrimina-
tion on a prohibited basis.

3. Telephone companies. A telephone com-
pany’s credit transactions qualify for the ex-
ceptions provided in §202.3(a)(2) only if the
company is regulated by a government unit
or files the charges for service, delayed pay-
ment, or any discount for prompt payment
with a government unit.

3(c) Incidental credit.

1. Examples. If a service provider (such as a
hospital, doctor, lawyer, or merchant) allows
the client or customer to defer the payment
of a bill, this deferral of debt is credit for
purposes of the regulation, even though
there is no finance charge and no agreement
for payment in installments. Because of the
exceptions provided by this section, however,
these particular credit extensions are ex-
cepted from compliance with certain proce-
dural requirements as specified in §202.3(c).

3(d) Government credit.

1. Credit to governments. The exception re-
lates to credit extended to (not by) govern-
mental entities. For example, credit ex-
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tended to a local government is covered by
this exception, but credit extended to con-
sumers by a federal or state housing agency
does not qualify for special treatment under
this category.

Section 202.4—General Rules

Paragraph 4(a)

1. Scope of rule. The general rule stated in
§202.4(a) covers all dealings, without excep-
tion, between an applicant and a creditor,
whether or not addressed by other provisions
of the regulation. Other provisions of the
regulation identify specific practices that
the Board has decided are impermissible be-
cause they could result in credit discrimina-
tion on a basis prohibited by the Act. The
general rule covers, for example, application
procedures, criteria used to evaluate credit-
worthiness, administration of accounts, and
treatment of delinquent or slow accounts.
Thus, whether or not specifically prohibited
elsewhere in the regulation, a credit practice
that treats applicants differently on a pro-
hibited basis violates the law because it vio-
lates the general rule. Disparate treatment
on a prohibited basis is illegal whether or
not it results from a conscious intent to dis-
criminate.

2. Examples.

i. Disparate treatment would exist, for ex-
ample, in the following situations:

A. A creditor provides information only on
“subprime” and similar products to minority
applicants who request information about
the creditor’s mortgage products, but pro-
vides information on a wider variety of
mortgage products to similarly situated non-
minority applicants.

B. A creditor provides more comprehensive
information to men than to similarly situ-
ated women.

C. A creditor requires a minority applicant
to provide greater documentation to obtain a
loan than a similarly situated nonminority
applicant.

D. A creditor waives or relaxes credit
standards for a nonminority applicant but
not for a similarly situated minority appli-
cant.

ii. Treating applicants differently on a pro-
hibited basis is unlawful if the creditor lacks
a legitimate nondiscriminatory reason for
its action, or if the asserted reason is found
to be a pretext for discrimination.

Paragraph 4(b)

1. Prospective applicants. Generally, the reg-
ulation’s protections apply only to persons
who have requested or received an extension
of credit. In keeping with the purpose of the
Act—to promote the availability of credit on
a nondiscriminatory basis—§202.4(b) covers
acts or practices directed at prospective ap-
plicants that could discourage a reasonable
person, on a prohibited basis, from applying
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for credit. Practices prohibited by this sec-
tion include:

i. A statement that the applicant should
not bother to apply, after the applicant
states that he is retired.

ii. The use of words, symbols, models or
other forms of communication in advertising
that express, imply, or suggest a discrimina-
tory preference or a policy of exclusion in
violation of the Act.

iii. The use of interview scripts that dis-
courage applications on a prohibited basis.

2. Affirmative advertising. A creditor may af-
firmatively solicit or encourage members of
traditionally disadvantaged groups to apply
for credit, especially groups that might not
normally seek credit from that creditor.

Paragraph 4(c)

1. Requirement for written applications.
Model application forms are provided in Ap-
pendix B to the regulation, although use of a
printed form is not required. A creditor will
satisfy the requirement by writing down the
information that it normally considers in
making a credit decision. The creditor may
complete an application on behalf of an ap-
plicant and need not require the applicant to
sign the application.

2. Telephone applications. A creditor that
accepts applications by telephone for dwell-
ing-related credit covered by §202.13 can
meet the requirement for written applica-
tions by writing down pertinent information
that is provided by the applicant.

3. Computerized entry. Information entered
directly into and retained by a computerized
system qualifies as a written application
under this paragraph. (See the commentary
to §202.13(b), Applications through electronic
media and Applications through video.)

Paragraph 4(d)

1. Clear and conspicuous. This standard re-
quires that disclosures be presented in a rea-
sonably understandable format in a way that
does not obscure the required information.
No minimum type size is mandated, but the
disclosures must be legible, whether type-
written, handwritten, or printed by com-
puter.

2. Form of disclosures. Whether the disclo-
sures required to be on or with an applica-
tion must be in electronic form depends upon
the following:

i. If an applicant accesses a credit applica-
tion electronically (other than as described
under ii below), such as online at a home
computer, the creditor must provide the dis-
closures in electronic form (such as with the
application form on its website) in order to
meet the requirement to provide disclosures
in a timely manner on or with the applica-
tion. If the creditor instead mailed paper dis-
closures to the applicant, this requirement
would not be met.
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ii. In contrast, if an applicant is physically
present in the creditor’s office, and accesses
a credit application electronically, such as
via a terminal or kiosk (or if the applicant
uses a terminal or kiosk located on the
premises of an affiliate or third party that
has arranged with the creditor to provide ap-
plications to consumers), the creditor may
provide disclosures in either electronic or
paper form, provided the creditor complies
with the timing, delivery, and retainability
requirements of the regulation.

Section 202.5—Rules Concerning Requests for
Information

5(a) General rules.

Paragraph 5(a)(1)

1. Requests for information. This section
governs the types of information that a cred-
itor may gather. Section 202.6 governs how
information may be used.

Paragraph 5(a)(2)

1. Local laws. Information that a creditor is
allowed to collect pursuant to a “state” stat-
ute or regulation includes information re-
quired by a local statute, regulation, or ordi-
nance.

2. Information required by Regulation C. Reg-
ulation C generally requires creditors cov-
ered by the Home Mortgage Disclosure Act
(HMDA) to collect and report information
about the race, ethnicity, and sex of appli-
cants for home-improvement loans and
home-purchase loans, including some types
of loans not covered by §202.13.

3. Collecting information on behalf of credi-
tors. Persons such as loan brokers and cor-
respondents do not violate the ECOA or Reg-
ulation B if they collect information that
they are otherwise prohibited from col-
lecting, where the purpose of collecting the
information is to provide it to a creditor
that is subject to the Home Mortgage Disclo-
sure Act or another federal or state statute
or regulation requiring data collection.

5(d) Other limitations on information requests.

Paragraph 5(d)(1)

1. Indirect disclosure of prohibited informa-
tion. The fact that certain credit-related in-
formation may indirectly disclose marital
status does not bar a creditor from seeking
such information. For example, the creditor
may ask about:

i. The applicant’s obligation to pay ali-
mony, child support, or separate mainte-
nance income.

ii. The source of income to be used as the
basis for repaying the credit requested,
which could disclose that it is the income of
a spouse.

iii. Whether any obligation disclosed by
the applicant has a co-obligor, which could
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disclose that the co-obligor is a spouse or
former spouse.

iv. The ownership of assets, which could
disclose the interest of a spouse.

Paragraph 5(d)(2)

1. Disclosure about income. The sample ap-
plication forms in appendix B to the regula-
tion illustrate how a creditor may inform an
applicant of the right not to disclose ali-
mony, child support, or separate mainte-
nance income.

2. General inquiry about source of income.
Since a general inquiry about the source of
income may lead an applicant to disclose ali-
mony, child support, or separate mainte-
nance income, a creditor making such an in-
quiry on an application form should preface
the request with the disclosure required by
this paragraph.

3. Specific inquiry about sources of income. A
creditor need not give the disclosure if the
inquiry about income is specific and worded
in a way that is unlikely to lead the appli-
cant to disclose the fact that income is de-
rived from alimony, child support, or sepa-
rate maintenance payments. For example, an
application form that asks about specific
types of income such as salary, wages, or in-
vestment income need not include the disclo-
sure.

Section 202.6—Rules Concerning Evaluation
of Applications

6(a) General rule concerning use of informa-
tion.

1. General. When evaluating an application
for credit, a creditor generally may consider
any information obtained. However, a cred-
itor may not consider in its evaluation of
creditworthiness any information that it is
barred by §202.5 from obtaining or from
using for any purpose other than to conduct
a self-test under §202.15.

2. Effects test. The effects test is a judicial
doctrine that was developed in a series of
employment cases decided by the U.S. Su-
preme Court under Title VII of the Civil
Rights Act of 1964 (42 U.S.C. 2000e et seq.), and
the burdens of proof for such employment
cases were codified by Congress in the Civil
Rights Act of 1991 (42 U.S.C. 2000e-2). Con-
gressional intent that this doctrine apply to
the credit area is documented in the Senate
Report that accompanied H.R. 6516, No. 94—
589, pp. 4-5; and in the House Report that ac-
companied H.R. 6516, No. 94-210, p.5. The Act
and regulation may prohibit a creditor prac-
tice that is discriminatory in effect because
it has a disproportionately negative impact
on a prohibited basis, even though the cred-
itor has no intent to discriminate and the
practice appears neutral on its face, unless
the creditor practice meets a legitimate
business need that cannot reasonably be
achieved as well by means that are less dis-
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parate in their impact. For example, requir-
ing that applicants have income in excess of
a certain amount to qualify for an overdraft
line of credit could mean that women and
minority applicants will be rejected at a
higher rate than men and nonminority appli-
cants. If there is a demonstrable relationship
between the income requirement and credit-
worthiness for the level of credit involved,
however, use of the income standard would
likely be permissible.

6(b) Specific rules concerning use of informa-
tion.

Paragraph 6(b)(1)

1. Prohibited basis—special purpose credit. In
a special purpose credit program, a creditor
may consider a prohibited basis to determine
whether the applicant possesses a char-
acteristic needed for eligibility. (See §202.8.)

Paragraph 6(b)(2)

1. Favoring the elderly. Any system of eval-
uating creditworthiness may favor a credit
applicant who is age 62 or older. A credit pro-
gram that offers more favorable credit terms
to applicants age 62 or older is also permis-
sible; a program that offers more favorable
credit terms to applicants at an age lower
than 62 is permissible only if it meets the
special-purpose credit requirements of §202.8.

2. Consideration of age in a credit scoring sys-
tem. Age may be taken directly into account
in a credit scoring system that is “demon-
strably and statistically sound,” as defined in
§202.2(p), with one limitation: applicants age
62 years or older must be treated at least as
favorably as applicants who are under age 62.
If age is scored by assigning points to an ap-
plicant’s age category, elderly applicants
must receive the same or a greater number
of points as the most favored class of non-
elderly applicants.

i. Age-split scorecards. Some credit systems
segment the population and use different
scorecards based on the age of an applicant.
In such a system, one card may cover a nar-
row age range (for example, applicants in
their twenties or younger) who are evaluated
under attributes predictive for that age
group. A second card may cover all other ap-
plicants, who are evaluated under the at-
tributes predictive for that broader class.
When a system uses a card covering a wide
age range that encompasses elderly appli-
cants, the credit scoring system is not
deemed to score age. Thus, the system does
not raise the issue of assigning a negative
factor or value to the age of elderly appli-
cants. But if a system segments the popu-
lation by age into multiple scorecards, and
includes elderly applicants in a narrower age
range, the credit scoring system does score
age. To comply with the Act and regulation
in such a case, the creditor must ensure that
the system does not assign a negative factor
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or value to the age of elderly applicants as a
class.

3. Consideration of age in a judgmental sys-
tem. In a judgmental system, defined in
§202.2(t), a creditor may not decide whether
to extend credit or set the terms and condi-
tions of credit based on age or information
related exclusively to age. Age or age-related
information may be considered only in eval-
uating other “pertinent elements of credit-
worthiness” that are drawn from the par-
ticular facts and circumstances concerning
the applicant. For example, a creditor may
not reject an application or terminate an ac-
count because the applicant is 60 years old.
But a creditor that uses a judgmental sys-
tem may relate the applicant’s age to other
information about the applicant that the
creditor considers in evaluating credit-
worthiness. As the following examples illus-
trate, the evaluation must be made in an in-
dividualized, case-by-case manner:

i. A creditor may consider the applicant’s
occupation and length of time to retirement
to ascertain whether the applicant’s income
(including retirement income) will support
the extension of credit to its maturity.

ii. A creditor may consider the adequacy of
any security offered when the term of the
credit extension exceeds the life expectancy
of the applicant and the cost of realizing on
the collateral could exceed the applicant’s
equity. An elderly applicant might not qual-
ify for a 5 percent down, 30-year mortgage
loan but might qualify with a larger down-
payment or a shorter loan maturity.

iii. A creditor may consider the applicant’s
age to assess the significance of length of
employment (a young applicant may have
just entered the job market) or length of
time at an address (an elderly applicant may
recently have retired and moved from a long-
term residence).

4. Consideration of age in a reverse mortgage.
A reverse mortgage is a home-secured loan
in which the borrower receives payments
from the creditor, and does not become obli-
gated to repay these amounts (other than in
the case of default) until the borrower dies,
moves permanently from the home, or trans-
fers title to the home, or upon a specified
maturity date. Disbursements to the bor-
rower under a reverse mortgage typically are
determined by considering the value of the
borrower’s home, the current interest rate,
and the borrower’s life expectancy. A reverse
mortgage program that requires borrowers
to be age 62 or older is permissible under
§202.6(b)(2)(iv). In addition, under
§202.6(b)(2)(iii), a creditor may consider a
borrower’s age to evaluate a pertinent ele-
ment of creditworthiness, such as the
amount of the credit or monthly payments
that the borrower will receive, or the esti-
mated repayment date.

5. Consideration of age in a combined system.
A creditor using a credit scoring system that
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qualifies as “empirically derived” under
§202.2(p) may consider other factors (such as
a credit report or the applicant’s cash flow)
on a judgmental basis. Doing so will not ne-
gate the classification of the credit scoring
component of the combined system as “de-
monstrably and statistically sound.” While
age could be used in the credit scoring por-
tion, however, in the judgmental portion age
may not be considered directly. It may be
used only for the purpose of determining a
“pertinent element of creditworthiness.” (See
comment 6(b)(2)-3.)

6. Consideration of public assistance. When
considering income derived from a public as-
sistance program, a creditor may take into
account, for example:

i. The length of time an applicant will
likely remain eligible to receive such in-
come.

ii. Whether the applicant will continue to
qualify for benefits based on the status of
the applicant’s dependents (as in the case of
Temporary Aid to Needy Families, or social
security payments to a minor).

iii. Whether the creditor can attach or gar-
nish the income to assure payment of the
debt in the event of default.

Paragraph 6(b)(5)

1. Consideration of an individual applicant. A
creditor must evaluate income derived from
part-time employment, alimony, child sup-
port, separate maintenance payments, re-
tirement benefits, or public assistance on an
individual basis, not on the basis of aggre-
gate statistics; and must assess its reli-
ability or unreliability by analyzing the ap-
plicant’s actual circumstances, not by ana-
lyzing statistical measures derived from a
group.

2. Payments consistently made. In deter-
mining the likelihood of consistent pay-
ments of alimony, child support, or separate
maintenance, a creditor may consider fac-
tors such as whether payments are received
pursuant to a written agreement or court de-
cree; the length of time that the payments
have been received; whether the payments
are regularly received by the applicant; the
availability of court or other procedures to
compel payment; and the creditworthiness of
the payor, including the credit history of the
payor when it is available to the creditor.

3. Consideration of income.

i. A creditor need not consider income at
all in evaluating creditworthiness. If a cred-
itor does consider income, there are several
acceptable methods, whether in a credit
scoring or a judgmental system:

A. A creditor may score or take into ac-
count the total sum of all income stated by
the applicant without taking steps to evalu-
ate the income for reliability.

B. A creditor may evaluate each compo-
nent of the applicant’s income, and then
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score or take into account income deter-
mined to be reliable separately from other
income; or the creditor may disregard that
portion of income that is not reliable when it
aggregates reliable income.

C. A creditor that does not evaluate all in-
come components for reliability must treat
as reliable any component of protected in-
come that is not evaluated.

ii. In considering the separate components
of an applicant’s income, the creditor may
not automatically discount or exclude from
consideration any protected income. Any
discounting or exclusion must be based on
the applicant’s actual circumstances.

4. Part-time employment, sources of income. A
creditor may score or take into account the
fact that an applicant has more than one
source of earned income—a full-time and a
part-time job or two part-time jobs. A cred-
itor may also score or treat earned income
from a secondary source differently than
earned income from a primary source. The
creditor may not, however, score or other-
wise take into account the number of
sources for income such as retirement in-
come, social security, supplemental security
income, and alimony. Nor may the creditor
treat negatively the fact that an applicant’s
only earned income is derived from, for ex-
ample, a part-time job.

Paragraph 6(b)(6)

1. Types of credit references. A creditor may
restrict the types of credit history and credit
references that it will consider, provided
that the restrictions are applied to all credit
applicants without regard to sex, marital
status, or any other prohibited basis. On the
applicant’s request, however, a creditor must
consider credit information not reported
through a credit bureau when the informa-
tion relates to the same types of credit ref-
erences and history that the creditor would
consider if reported through a credit bureau.

Paragraph 6(b)(7)

1. National origin—immigration status. The
applicant’s immigration status and ties to
the community (such as employment and
continued residence in the area) could have a
bearing on a creditor’s ability to obtain re-
payment. Accordingly, the creditor may con-
sider immigration status and differentiate,
for example, between a noncitizen who is a
long-time resident with permanent resident
status and a noncitizen who is temporarily
in this country on a student visa.

2. National origin—citizenship. A denial of
credit on the ground that an applicant is not
a United States citizen is not per se discrimi-
nation based on national origin.

Paragraph 6(b)(8)

1. Prohibited basis—marital status. A creditor
may consider the marital status of an appli-
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cant or joint applicant for the purpose of
ascertaining the creditor’s rights and rem-
edies applicable to the particular extension
of credit. For example, in a secured trans-
action involving real property, a creditor
could take into account whether state law
gives the applicant’s spouse an interest in
the property being offered as collateral.

Section 202.7—Rules Concerning Extensions
of Credit

T(a) Individual accounts.

1. Open-end credit—authorized user. A cred-
itor may not require a creditworthy appli-
cant seeking an individual credit account to
provide additional signatures. But the cred-
itor may condition the designation of an au-
thorized user by the account holder on the
authorized user’s becoming contractually
liable for the account, as long as the creditor
does not differentiate on any prohibited
basis in imposing this requirement.

2. Open-end credit—choice of authorized user.
A creditor that permits an account holder to
designate an authorized user may not re-
strict this designation on a prohibited basis.
For example, if the creditor allows the des-
ignation of spouses as authorized users, the
creditor may not refuse to accept a non-
spouse as an authorized user.

3. Owerdraft authority on transaction ac-
counts. If a transaction account (such as a
checking account or NOW account) includes
an overdraft line of credit, the creditor may
require that all persons authorized to draw
on the transaction account assume liability
for any overdraft.

T(b) Designation of name.

1. Single name on account. A creditor may
require that joint applicants on an account
designate a single name for purposes of ad-
ministering the account and that a single
name be embossed on any credit cards issued
on the account. But the creditor may not re-
quire that the name be the husband’s name.
(See §202.10 for rules governing the fur-
nishing of credit history on accounts held by
spouses.)

T(c) Action concerning existing open-end ac-
counts.

Paragraph 7(c)(1)

1. Termination coincidental with marital sta-
tus change. When an account holder’s marital
status changes, a creditor generally may not
terminate the account unless it has evidence
that the account holder is now unable or un-
willing to repay. But the creditor may termi-
nate an account on which both spouses are
jointly liable, even if the action coincides
with a change in marital status, when one or
both spouses:

i. Repudiate responsibility for
charges on the joint account.

ii. Request separate accounts in their own
names.

future
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iii. Request that the joint account be
closed.

2. Updating information. A creditor may pe-
riodically request updated information from
applicants but may not use events related to
a prohibited basis—such as an applicant’s re-
tirement or reaching a particular age, or a
change in name or marital status—to trigger
such a request.

Paragraph 7(c)(2)

1. Procedure pending reapplication. A cred-
itor may require a reapplication from an ac-
count holder, even when there is no evidence
of unwillingness or inability to repay, if (1)
the credit was based on the qualifications of
a person who is no longer available to sup-
port the credit and (2) the creditor has infor-
mation indicating that the account holder’s
income may be insufficient to support the
credit. While a reapplication is pending, the
creditor must allow the account holder full
access to the account under the existing con-
tract terms. The creditor may specify a rea-
sonable time period within which the ac-
count holder must submit the required infor-
mation.

7(d) Signature of spouse or other person.

1. Qualified applicant. The signature rules
ensure that qualified applicants are able to
obtain credit in their own names. Thus,
when an applicant requests individual credit,
a creditor generally may not require the sig-
nature of another person unless the creditor
has first determined that the applicant alone
does not qualify for the credit requested.

2. Unqualified applicant. When an applicant
requests individual credit but does not meet
a creditor’s standards, the creditor may re-
quire a cosigner, guarantor, endorser, or
similar partie—but cannot require that it be
the spouse. (See commentary to §202.7(d)(5)
and (6).)

Paragraph 7(d)(1)

1. Signature of another person. It is imper-
missible for a creditor to require an appli-
cant who is individually creditworthy to pro-
vide a cosigner—even if the creditor applies
the requirement without regard to sex, mar-
ital status, or any other prohibited basis.
(But see comment 7(d)(6)-1 concerning guar-
antors of closely held corporations.)

2. Joint applicant. The term “joint appli-
cant” refers to someone who applies contem-
poraneously with the applicant for shared or
joint credit. It does not refer to someone
whose signature is required by the creditor
as a condition for granting the credit re-
quested.

3. Evidence of joint application. A person’s
intent to be a joint applicant must be evi-
denced at the time of application. Signatures
on a promissory note may not be used to
show intent to apply for joint credit. On the
other hand, signatures or initials on a credit
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application affirming applicants’ intent to
apply for joint credit may be used to estab-
lish intent to apply for joint credit. (See Ap-
pendix B). The method used to establish in-
tent must be distinct from the means used
by individuals to affirm the accuracy of in-
formation. For example, signatures on a
joint financial statement affirming the ve-
racity of information are not sufficient to es-
tablish intent to apply for joint credit.

Paragraph 7(d)(2)

1. Jointly owned property. If an applicant re-
quests unsecured credit, does not own suffi-
cient separate property, and relies on joint
property to establish creditworthiness, the
creditor must value the applicant’s interest
in the jointly owned property. A creditor
may not request that a nonapplicant joint
owner sign any instrument as a condition of
the credit extension unless the applicant’s
interest does not support the amount and
terms of the credit sought.

i. Valuation of applicant’s interest. In deter-
mining the value of an applicant’s interest in
jointly owned property, a creditor may con-
sider factors such as the form of ownership
and the property’s susceptibility to attach-
ment, execution, severance, or partition; the
value of the applicant’s interest after such
action; and the cost associated with the ac-
tion. This determination must be based on
the existing form of ownership, and not on
the possibility of a subsequent change. For
example, in determining whether a married
applicant’s interest in jointly owned prop-
erty is sufficient to satisfy the creditor’s
standards of creditworthiness for individual
credit, a creditor may not consider that the
applicant’s separate property could be trans-
ferred into tenancy by the entirety after
consummation. Similarly, a creditor may
not consider the possibility that the couple
may divorce. Accordingly, a creditor may
not require the signature of the nonapplicant
spouse in these or similar circumstances.

ii. Other options to support credit. If the ap-
plicant’s interest in jointly owned property
does not support the amount and terms of
credit sought, the creditor may offer the ap-
plicant other options to qualify for the ex-
tension of credit. For example:

A. Providing a co-signer or other party
(§202.7(a)(5));

B. Requesting that the credit be granted
on a secured basis (§202.7(d)(4)); or

C. Providing the signature of the joint
owner on an instrument that ensures access
to the property in the event of the appli-
cant’s death or default, but does not impose
personal liability unless necessary under
state law (such as a limited guarantee). A
creditor may not routinely require, however,
that a joint owner sign an instrument (such
as a quitclaim deed) that would result in the
forfeiture of the joint owner’s interest in the
property.
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2. Need for signature—reasonable belief. A
creditor’s reasonable belief as to what in-
struments need to be signed by a person
other than the applicant should be supported
by a thorough review of pertinent statutory
and decisional law or an opinion of the state
attorney general.

Paragraph 7(d)(3)

1. Residency. In assessing the creditworthi-
ness of a person who applies for credit in a
community property state, a creditor may
assume that the applicant is a resident of
the state unless the applicant indicates oth-
erwise.

Paragraph 7(d)(4)

1. Creation of enforceable lien. Some state
laws require that both spouses join in exe-
cuting any instrument by which real prop-
erty is encumbered. If an applicant offers
such property as security for credit, a cred-
itor may require the applicant’s spouse to
sign the instruments necessary to create a
valid security interest in the property. The
creditor may not require the spouse to sign
the note evidencing the credit obligation if
signing only the mortgage or other security
agreement is sufficient to make the property
available to satisfy the debt in the event of
default. However, if under state law both
spouses must sign the note to create an en-
forceable lien, the creditor may require the
signatures.

2. Need for signature—reasonable belief. Gen-
erally, a signature to make the secured prop-
erty available will only be needed on a secu-
rity agreement. A creditor’s reasonable be-
lief that, to ensure access to the property,
the spouse’s signature is needed on an in-
strument that imposes personal liability
should be supported by a thorough review of
pertinent statutory and decisional law or an
opinion of the state attorney general.

3. Integrated instruments. When a creditor
uses an integrated instrument that combines
the note and the security agreement, the
spouse cannot be asked to sign the inte-
grated instrument if the signature is only
needed to grant a security interest. But the
spouse could be asked to sign an integrated
instrument that makes clear—for example,
by a legend placed next to the spouse’s signa-
ture—that the spouse’s signature is only to
grant a security interest and that signing
the instrument does not impose personal li-
ability.

Paragraph 7(d)(5)

1. Qualifications of additional parties. In es-
tablishing guidelines for eligibility of guar-
antors, cosigners, or similar additional par-
ties, a creditor may restrict the applicant’s
choice of additional parties but may not dis-
criminate on the basis of sex, marital status,
or any other prohibited basis. For example,
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the creditor could require that the addi-
tional party live in the creditor’s market
area.

2. Reliance on income of another person—in-
dividual credit. An applicant who requests in-
dividual credit relying on the income of an-
other person (including a spouse in a non-
community property state) may be required
to provide the signature of the other person
to make the income available to pay the
debt. In community property states, the sig-
nature of a spouse may be required if the ap-
plicant relies on the spouse’s separate in-
come. If the applicant relies on the spouse’s
future earnings that as a matter of state law
cannot be characterized as community prop-
erty until earned, the creditor may require
the spouse’s signature, but need not do so—
even if it is the creditor’s practice to require
the signature when an applicant relies on the
future earnings of a person other than a
spouse. (See §202.6(c) on consideration of
state property laws.)

3. Renewals. If the borrower’s creditworthi-
ness is reevaluated when a credit obligation
is renewed, the creditor must determine
whether an additional party is still war-
ranted and, if not warranted, release the ad-
ditional party.

Paragraph 7(d)(6)

1. Guarantees. A guarantee on an extension
of credit is part of a credit transaction and
therefore subject to the regulation. A cred-
itor may require the personal guarantee of
the partners, directors, or officers of a busi-
ness, and the shareholders of a closely held
corporation, even if the business or corpora-
tion is creditworthy. The requirement must
be based on the guarantor’s relationship
with the business or corporation, however,
and not on a prohibited basis. For example,
a creditor may not require guarantees only
for women-owned or minority-owned busi-
nesses. Similarly, a creditor may not require
guarantees only of the married officers of a
business or the married shareholders of a
closely held corporation.

2. Spousal guarantees. The rules in §202.7(d)
bar a creditor from requiring the signature
of a guarantor’s spouse just as they bar the
creditor from requiring the signature of an
applicant’s spouse. For example, although a
creditor may require all officers of a closely
held corporation to personally guarantee a
corporate loan, the creditor may not auto-
matically require that spouses of married of-
ficers also sign the guarantee. If an evalua-
tion of the financial circumstances of an of-
ficer indicates that an additional signature
is necessary, however, the creditor may re-
quire the signature of another person in ap-
propriate circumstances in accordance with
§202.7(d)(2).

T(e) Insurance.

1. Differences in terms. Differences in the
availability, rates, and other terms on which
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credit-related casualty insurance or credit
life, health, accident, or disability insurance
is offered or provided to an applicant does
not violate Regulation B.

2. Insurance information. A creditor may ob-
tain information about an applicant’s age,
sex, or marital status for insurance purposes.
The information may only be used for deter-
mining eligibility and premium rates for in-
surance, however, and not in making the
credit decision.

Section 202.8—Special Purpose Credit
Programs

8(a) Standards for programs.

1. Determining qualified programs. The Board
does not determine whether individual pro-
grams qualify for special purpose credit sta-
tus, or whether a particular program bene-
fits an “economically disadvantaged class of
persons.” The agency or creditor admin-
istering or offering the loan program must
make these decisions regarding the status of
its program.

2. Compliance with a program authorized by
federal or state law. A creditor does not vio-
late Regulation B when it complies in good
faith with a regulation promulgated by a
government agency implementing a special
purpose credit program under §202.8(a)(1). It
is the agency’s responsibility to promulgate
a regulation that is consistent with federal
and state law.

3. Expressly authorized. Credit programs au-
thorized by federal or state law include pro-
grams offered pursuant to federal, state, or
local statute, regulation or ordinance, or
pursuant to judicial or administrative order.

4. Creditor liability. A refusal to grant credit
to an applicant is not a violation of the Act
or regulation if the applicant does not meet
the eligibility requirements under a special
purpose credit program.

5. Determining need. In designing a special
purpose credit program under §202.8(a), a for-
profit organization must determine that the
program will benefit a class of people who
would otherwise be denied credit or would re-
ceive it on less favorable terms. This deter-
mination can be based on a broad analysis
using the organization’s own research or
data from outside sources, including govern-
mental reports and studies. For example, a
creditor might design new products to reach
consumers who would not meet, or have not
met, its traditional standards of credit-
worthiness due to such factors as credit inex-
perience or the use of credit sources that
may not report to consumer reporting agen-
cies. Or, a bank could review Home Mortgage
Disclosure Act data along with demographic
data for its assessment area and conclude
that there is a need for a special purpose
credit program for low-income minority bor-
rowers.

6. Elements of the program. The written plan
must contain information that supports the
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need for the particular program. The plan
also must either state a specific period of
time for which the program will last, or con-
tain a statement regarding when the pro-
gram will be reevaluated to determine if
there is a continuing need for it.

8(b) Rules in other sections.

1. Applicability of rules. A creditor that re-
jects an application because the applicant
does not meet the eligibility requirements
(common characteristic or financial need,
for example) must nevertheless notify the
applicant of action taken as required by
§202.9.

8(c) Special rule concerning requests and use
of information.

1. Request of prohibited basis information.
This section permits a creditor to request
and consider certain information that would
otherwise be prohibited by §§202.5 and 202.6
to determine an applicant’s eligibility for a
particular program.

2. Examples. Examples of programs under
which the creditor can ask for and consider
information about a prohibited basis are:

i. Energy conservation programs to assist
the elderly, for which the creditor must con-
sider the applicant’s age.

ii. Programs under a Minority Enterprise
Small Business Investment Corporation, for
which a creditor must consider the appli-
cant’s minority status.

8(d) Special rule in the case of financial need.

1. Request of prohibited basis information.
This section permits a creditor to request
and consider certain information that would
otherwise be prohibited by §§202.5 and 202.6,
and to require signatures that would other-
wise be prohibited by §202.7(d).

2. Examples. Examples of programs
which financial need is a criterion are:

i. Subsidized housing programs for low- to
moderate-income households, for which a
creditor may have to consider the appli-
cant’s receipt of alimony or child support,
the spouse’s or parents’ income, etc.

ii. Student loan programs based on the
family’s financial need, for which a creditor
may have to consider the spouse’s or par-
ents’ financial resources.

3. Student loans. In a guaranteed student
loan program, a creditor may obtain the sig-
nature of a parent as a guarantor when re-
quired by federal or state law or agency reg-
ulation, or when the student does not meet
the creditor’s standards of creditworthiness.
(See §202.7(d)(1) and (5).) The creditor may
not require an additional signature when a
student has a work or credit history that
satisfies the creditor’s standards.

in

Section 202.9—Notifications

1. Use of the term adverse action. The regula-
tion does not require that a creditor use the
term adverse action in communicating to an
applicant that a request for an extension of
credit has not been approved. In notifying an



Federal Reserve System

applicant of adverse action as defined by
§202.2(c)(1), a creditor may use any words or
phrases that describe the action taken on
the application.

2. Expressly withdrawn applications. When
an applicant expressly withdraws a credit ap-
plication, the creditor is not required to
comply with the notification requirements
under §202.9. (The creditor must comply,
however, with the record retention require-
ments of the regulation. See §202.12(b)(3).)

3. When notification occurs. Notification oc-
curs when a creditor delivers or mails a no-
tice to the applicant’s last known address or,
in the case of an oral notification, when the
creditor communicates the credit decision to
the applicant.

4. Location of notice. The notifications re-
quired under §202.9 may appear on either or
both sides of a form or letter.

5. Prequalification requests. Whether a cred-
itor must provide a notice of action taken
for a prequalification request depends on the
creditor’s response to the request, as dis-
cussed in comment 2(f)-3. For instance, a
creditor may treat the request as an inquiry
if the creditor evaluates specific information
about the consumer and tells the consumer
the loan amount, rate, and other terms of
credit the consumer could qualify for under
various loan programs, explaining the proc-
ess the consumer must follow to submit a
mortgage application and the information
the creditor will analyze in reaching a credit
decision. On the other hand, a creditor has
treated a request as an application, and is
subject to the adverse action notice require-
ments of §202.9 if, after evaluating informa-
tion, the creditor decides that it will not ap-
prove the request and communicates that de-
cision to the consumer. For example, if the
creditor tells the consumer that it would not
approve an application for a mortgage be-
cause of a bankruptcy in the consumer’s
record, the creditor has denied an applica-
tion for credit.

9(a) Notification of action taken, ECOA no-
tice, and statement of specific reasons.

Paragraph 9(a)(1)

1. Timing of notice—when an application is
complete. Once a creditor has obtained all the
information it normally considers in making
a credit decision, the application is complete
and the creditor has 30 days in which to no-
tify the applicant of the credit decision. (See
also comment 2(f)-6.)

2. Notification of approval. Notification of
approval may be express or by implication.
For example, the creditor will satisfy the no-
tification requirement when it gives the ap-
plicant the credit card, money, property, or
services requested.

3. Incomplete application—denial for incom-
pleteness. When an application is incomplete
regarding information that the applicant can
provide and the creditor lacks sufficient data
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for a credit decision, the creditor may deny
the application giving as the reason for de-
nial that the application is incomplete. The
creditor has the option, alternatively, of pro-
viding a notice of incompleteness under
§202.9(c).

4. Incomplete application—denial for reasons
other than incompleteness. When an applica-
tion is missing information but provides suf-
ficient data for a credit decision, the cred-
itor may evaluate the application, make its
credit decision, and notify the applicant ac-
cordingly. If credit is denied, the applicant
must be given the specific reasons for the
credit denial (or notice of the right to re-
ceive the reasons); in this instance missing
information or “incomplete application” can-
not be given as the reason for the denial.

5. Length of  counteroffer. Section
202.9(a)(1)(iv) does not require a creditor to
hold a counteroffer open for 90 days or any
other particular length of time.

6. Counteroffer combined with adverse action
notice. A creditor that gives the applicant a
combined counteroffer and adverse action
notice that complies with §202.9(a)(2) need
not send a second adverse action notice if
the applicant does not accept the
counteroffer. A sample of a combined notice
is contained in form C-4 of Appendix C to the
regulation.

7. Denial of a telephone application. When an
application is made by telephone and adverse
action is taken, the creditor must request
the applicant’s name and address in order to
provide written notification under this sec-
tion. If the applicant declines to provide that
information, then the creditor has no further
notification responsibility.

Paragraph 9(a)(3)

1. Coverage. In determining which rules in
this paragraph apply to a given business
credit application, a creditor may rely on
the applicant’s assertion about the revenue
size of the business. (Applications to start a
business are governed by the rules in
§202.9(a)(3)(1).) If an applicant applies for
credit as a sole proprietor, the revenues of
the sole proprietorship will determine which
rules govern the application. However, if an
applicant applies for business credit as an in-
dividual, the rules in §202.9(a)(3)(i) apply un-
less the application is for trade or similar
credit.

2. Trade credit. The term trade credit gen-
erally is limited to a financing arrangement
that involves a buyer and a seller—such as a
supplier who finances the sale of equipment,
supplies, or inventory; it does not apply to
an extension of credit by a bank or other fi-
nancial institution for the financing of such
items.

3. Factoring. Factoring refers to a purchase
of accounts receivable, and thus is not sub-
ject to the Act or regulation. If there is a
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credit extension incident to the factoring ar-
rangement, the notification rules in
§202.9(a)(3)(ii) apply, as do other relevant
sections of the Act and regulation.

4. Manner of compliance. In complying with
the notice provisions of the Act and regula-
tion, creditors offering business credit may
follow the rules governing consumer credit.
Similarly, creditors may elect to treat all
business credit the same (irrespective of rev-
enue size) by providing notice in accordance
with §202.9(a)(3)(1).

5. Timing of notification. A creditor subject
to §202.9(a)(3)(ii)(A) is required to notify a
business credit applicant, orally or in writ-
ing, of action taken on an application within
a reasonable time of receiving a completed
application. Notice provided in accordance
with the timing requirements of §202.9(a)(1)
is deemed reasonable in all instances.

9(b) Form of ECOA notice and statement of
specific reasons.

Paragraph 9(b)(1)

1. Substantially similar notice. The ECOA no-
tice sent with a notification of a credit de-
nial or other adverse action will comply with
the regulation if it is “substantially similar”
to the notice contained in §202.9(b)(1). For
example, a creditor may add a reference to
the fact that the ECOA permits age to be
considered in certain credit scoring systems,
or add a reference to a similar state statute
or regulation and to a state enforcement
agency.

Paragraph 9(b)(2)

1. Number of specific reasons. A creditor
must disclose the principal reasons for deny-
ing an application or taking other adverse
action. The regulation does not mandate
that a specific number of reasons be dis-
closed, but disclosure of more than four rea-
sons is not likely to be helpful to the appli-
cant.

2. Source of specific reasons. The specific
reasons disclosed under §§202.9(a)(2) and
(b)(2) must relate to and accurately describe
the factors actually considered or scored by
a creditor.

3. Description of reasons. A creditor need
not describe how or why a factor adversely
affected an applicant. For example, the no-
tice may say “length of residence” rather
than “too short a period of residence.”

4. Credit scoring system. If a creditor bases
the denial or other adverse action on a credit
scoring system, the reasons disclosed must
relate only to those factors actually scored
in the system. Moreover, no factor that was
a principal reason for adverse action may be
excluded from disclosure. The creditor must
disclose the actual reasons for denial (for ex-
ample, “age of automobile”) even if the rela-
tionship of that factor to predicting credit-
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worthiness may not be clear to the appli-
cant.

5. Credit scoring—method for selecting rea-
sons. The regulation does not require that
any one method be used for selecting reasons
for a credit denial or other adverse action
that is based on a credit scoring system.
Various methods will meet the requirements
of the regulation. One method is to identify
the factors for which the applicant’s score
fell furthest below the average score for each
of those factors achieved by applicants
whose total score was at or slightly above
the minimum passing score. Another method
is to identify the factors for which the appli-
cant’s score fell furthest below the average
score for each of those factors achieved by
all applicants. These average scores could be
calculated during the development or use of
the system. Any other method that produces
results substantially similar to either of
these methods is also acceptable under the
regulation.

6. Judgmental system. If a creditor uses a
judgmental system, the reasons for the de-
nial or other adverse action must relate to
those factors in the applicant’s record actu-
ally reviewed by the person making the deci-
sion.

7. Combined credit scoring and judgmental
system. If a creditor denies an application
based on a credit evaluation system that em-
ploys both credit scoring and judgmental
components, the reasons for the denial must
come from the component of the system that
the applicant failed. For example, if a cred-
itor initially credit scores an application and
denies the credit request as a result of that
scoring, the reasons disclosed to the appli-
cant must relate to the factors scored in the
system. If the application passes the credit
scoring stage but the creditor then denies
the credit request based on a judgmental as-
sessment of the applicant’s record, the rea-
sons disclosed must relate to the factors re-
viewed judgmentally, even if the factors
were also considered in the credit scoring
component. If the application is not ap-
proved or denied as a result of the credit
scoring, but falls into a gray band, and the
creditor performs a judgmental assessment
and denies the credit after that assessment,
the reasons disclosed must come from both
components of the system. The same result
applies where a judgmental assessment is the
first component of the combined system. As
provided in comment 9(b)(2)-1, disclosure of
more than a combined total of four reasons
is not likely to be helpful to the applicant.

8. Automatic denial. Some credit decision
methods contain features that call for auto-
matic denial because of one or more negative
factors in the applicant’s record (such as the
applicant’s previous bad credit history with
that creditor, the applicant’s declaration of
bankruptcy, or the fact that the applicant is
a minor). When a creditor denies the credit
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request because of an automatic-denial fac-
tor, the creditor must disclose that specific
factor.

9. Combined ECOA-FCRA disclosures. The
ECOA requires disclosure of the principal
reasons for denying or taking other adverse
action on an application for an extension of
credit. The Fair Credit Reporting Act
(FCRA) requires a creditor to disclose when
it has based its decision in whole or in part
on information from a source other than the
applicant or its own files. Disclosing that a
credit report was obtained and used in the
denial of the application, as the FCRA re-
quires, does not satisfy the ECOA require-
ment to disclose specific reasons. For exam-
ple, if the applicant’s credit history reveals
delinquent credit obligations and the appli-
cation is denied for that reason, to satisfy
§202.9(b)(2) the creditor must disclose that
the application was denied because of the ap-
plicant’s delinquent credit obligations. To
satisfy the FCRA requirement, the creditor
must also disclose that a credit report was
obtained and used in the denial of the appli-
cation. Sample forms C-1 through C-5 of Ap-
pendix C of the regulation provide for the
two disclosures.

9(c) Incomplete applications.

Paragraph 9(c)(1)

1. Exception for preapprovals. The require-
ment to provide a notice of incompleteness
does not apply to preapprovals that con-
stitute applications under §202.2(f).

Paragraph 9(c)(2)

1. Reapplication. If information requested
by a creditor is submitted by an applicant
after the expiration of the time period des-
ignated by the creditor, the creditor may re-
quire the applicant to make a new applica-
tion.

Paragraph 9(¢)(3)

1. Oral inquiries for additional information. If
an applicant fails to provide the information
in response to an oral request, a creditor
must send a written notice to the applicant
within the 30-day period specified in
§202.9(c)(1) and (2). If the applicant provides
the information, the creditor must take ac-
tion on the application and notify the appli-
cant in accordance with §202.9(a).

9(g) Applications submitted through a third
party.

1. Third parties. The notification of adverse
action may be given by one of the creditors
to whom an application was submitted, or by
a noncreditor third party. If one notification
is provided on behalf of multiple creditors,
the notice must contain the name and ad-
dress of each creditor. The notice must ei-
ther disclose the applicant’s right to a state-
ment of specific reasons within 30 days, or
give the primary reasons each creditor relied
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upon in taking the adverse action—clearly
indicating which reasons relate to which
creditor.

2. Third party notice—enforcement agency. If
a single adverse action notice is being pro-
vided to an applicant on behalf of several
creditors and they are under the jurisdiction
of different federal enforcement agencies,
the notice need not name each agency; dis-
closure of any one of them will suffice.

3. Third-party nmotice—liability. When a no-
tice is to be provided through a third party,
a creditor is not liable for an act or omission
of the third party that constitutes a viola-
tion of the regulation if the creditor accu-
rately and in a timely manner provided the
third party with the information necessary
for the notification and maintains reason-
able procedures adapted to prevent such vio-
lations.

Section 202.10—Furnishing of Credit
Information

1. Scope. The requirements of §202.10 for
designating and reporting credit information
apply only to consumer credit transactions.
Moreover, they apply only to creditors that
opt to furnish credit information to credit
bureaus or to other creditors; there is no re-
quirement that a creditor furnish credit in-
formation on its accounts.

2. Reporting on all accounts. The require-
ments of §202.10 apply only to accounts held
or used by spouses. However, a creditor has
the option to designate all joint accounts (or
all accounts with an authorized user) to re-
flect the participation of both parties,
whether or not the accounts are held by per-
sons married to each other.

3. Designating accounts. In designating ac-
counts and reporting credit information, a
creditor need not distinguish between ac-
counts on which the spouse is an authorized
user and accounts on which the spouse is a
contractually liable party.

4. File and index systems. The regulation
does not require the creation or maintenance
of separate files in the name of each partici-
pant on a joint or user account, or require
any other particular system of record-
keeping or indexing. It requires only that a
creditor be able to report information in the
name of each spouse on accounts covered by
§202.10. Thus, if a creditor receives a credit
inquiry about the wife, it should be able to
locate her credit file without asking the hus-
band’s name.

10(a) Designation of accounts.

1. New parties. When new parties who are
spouses undertake a legal obligation on an
account, as in the case of a mortgage loan
assumption, the creditor must change the
designation on the account to reflect the
new parties and must furnish subsequent
credit information on the account in the new
names.
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2. Request to change designation of account.
A request to change the manner in which in-
formation concerning an account is fur-
nished does not alter the legal liability of ei-
ther spouse on the account and does not re-
quire a creditor to change the name in which
the account is maintained.

Section 202.11—Relation to State Law

11(a) Inconsistent state laws.

1. Preemption determination—New York. The
Board has determined that the following pro-
visions in the state law of New York are pre-
empted by the federal law, effective Novem-
ber 11, 1988:

i. Article 15, section 296a(1)(b)—Unlawful
discriminatory practices in relation to credit
on the basis of race, creed, color, national or-
igin, age, sex, marital status, or disability.
This provision is preempted to the extent
that it bars taking a prohibited basis into
account when establishing eligibility for cer-
tain special-purpose credit programs.

ii. Article 15, section 296a(1)(c)’Unlawful
discriminatory practice to make any record
or inquiry based on race, creed, color, na-
tional origin, age, sex, marital status, or dis-
ability. This provision is preempted to the
extent that it bars a creditor from request-
ing and considering information regarding
the particular characteristics (for example,
race, national origin, or sex) required for eli-
gibility for special-purpose credit programs.

2. Preemption determination—Ohio. The
Board has determined that the following pro-
vision in the state law of Ohio is preempted
by the federal law, effective July 23, 1990:

i. Section 4112.021(B)(1)—Unlawful dis-
criminatory practices in credit transactions.
This provision is preempted to the extent
that it bars asking or favorably considering
the age of an elderly applicant; prohibits the
consideration of age in a credit scoring sys-
tem; permits without limitation the consid-
eration of age in real estate transactions;
and limits the consideration of age in spe-
cial-purpose credit programs to certain gov-
ernment-sponsored programs identified in
the state law.

Section 202.12—Record Retention

12(a) Retention of prohibited information.

1. Receipt of prohibited information. Unless
the creditor specifically requested such in-
formation, a creditor does not violate this
section when it receives prohibited informa-
tion from a consumer reporting agency.

2. Use of retained information. Although a
creditor may keep in its files prohibited in-
formation as provided in §202.12(a), the cred-
itor may use the information in evaluating
credit applications only if permitted to do so
by §202.6.

12(b) Preservation of records.

1. Copies. Copies of the original record in-
clude carbon copies, photocopies, microfilm
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or microfiche copies, or copies produced by
any other accurate retrieval system, such as
documents stored and reproduced by com-
puter. A creditor that uses a computerized or
mechanized system need not keep a paper
copy of a document (for example, of an ad-
verse action notice) if it can regenerate all
pertinent information in a timely manner
for examination or other purposes.

2. Computericed decisions. A creditor that
enters information items from a written ap-
plication into a computerized or mechanized
system and makes the credit decision me-
chanically, based only on the items of infor-
mation entered into the system, may comply
with §202.12(b) by retaining the information
actually entered. It is not required to store
the complete written application, nor is it
required to enter the remaining items of in-
formation into the system. If the transaction
is subject to §202.13, however, the creditor is
required to enter and retain the data on per-
sonal characteristics in order to comply with
the requirements of that section.

Paragraph 12(b)(3)

1. Withdrawn and brokered applications. In
most cases, the 25-month retention period
for applications runs from the date a notifi-
cation is sent to the applicant granting or
denying the credit requested. In certain
transactions, a creditor is not obligated to
provide a notice of the action taken. (See,
for example, comment 9-2.) In such cases, the
25-month requirement runs from the date of
application, as when:

i. An application is withdrawn by the ap-
plicant.

ii. An application is submitted to more
than one creditor on behalf of the applicant,
and the application is approved by one of the
other creditors.

12(b)(6) Self-tests

1. The rule requires all written or recorded
information about a self-test to be retained
for 256 months after a self-test has been com-
pleted. For this purpose, a self-test is com-
pleted after the creditor has obtained the re-
sults and made a determination about what
corrective action, if any, is appropriate.
Creditors are required to retain information
about the scope of the self-test, the method-
ology used and time period covered by the
self-test, the report or results of the self-test
including any analysis or conclusions, and
any corrective action taken in response to
the self-test.

12(b)(7) Preapplication marketing
tion.

1. Prescreened credit solicitations. The rule
requires creditors to retain copies of
prescreened credit solicitations. For pur-
poses of this regulation, a prescreened solici-
tation is an “offer of credit” as described in 15
U.S.C. 1681a(1l) of the Fair Credit Reporting
Act. A creditor complies with this rule if it
retains a copy of each solicitation mailing

informa-
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that contains different terms, such as the
amount of credit offered, annual percentage
rate, or annual fee.

2. List of criteria. A creditor must retain the
list of criteria used to select potential recipi-
ents. This includes the criteria used by the
creditor both to determine the potential re-
cipients of the particular solicitation and to
determine who will actually be offered cred-
it.

3. Correspondence. A creditor may retain
correspondence relating to consumers’ com-
plaints about prescreened solicitations in
any manner that is reasonably accessible
and is understandable to examiners. There is
no requirement to establish a separate data-
base or set of files for such correspondence,
or to match consumer complaints with spe-
cific solicitation programs.

Section 202.13—Information for Monitoring
Purposes

13(a) Information to be requested.

1. Natural person. Section 202.13 applies
only to applications from natural persons.

2. Principal residence. The requirements of
§202.13 apply only if an application relates to
a dwelling that is or will be occupied by the
applicant as the principal residence. A credit
application related to a vacation home or a
rental unit is not covered. In the case of a
two- to four-unit dwelling, the application is
covered if the applicant intends to occupy
one of the units as a principal residence.

3. Temporary financing. An application for
temporary financing to construct a dwelling
is not subject to §202.13. But an application
for both a temporary loan to finance con-
struction of a dwelling and a permanent
mortgage loan to take effect upon the com-
pletion of construction is subject to §202.13.

4. New principal residence. A person can
have only one principal residence at a time.
However, if a person buys or builds a new
dwelling that will become that person’s prin-
cipal residence within a year or upon com-
pletion of construction, the new dwelling is
considered the principal residence for pur-
poses of §202.13.

5. Transactions not covered. The informa-
tion-collection requirements of this section
apply to applications for credit primarily for
the purchase or refinancing of a dwelling
that is or will become the applicant’s prin-
cipal residence. Therefore, applications for
credit secured by the applicant’s principal
residence but made primarily for a purpose
other than the purchase or refinancing of the
principal residence (such as loans for home
improvement and debt consolidation) are not
subject to the information-collection re-
quirements. An application for an open-end
home equity line of credit is not subject to
this section unless it is readily apparent to
the creditor when the application is taken
that the primary purpose of the line is for
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the purchase or refinancing of a principal
dwelling.

6. Refinancings. A refinancing occurs when
an existing obligation is satisfied and re-
placed by a new obligation undertaken by
the same borrower. A creditor that receives
an application to refinance an existing ex-
tension of credit made by that creditor for
the purchase of the applicant’s dwelling may
request the monitoring information again
but is not required to do so if it was obtained
in the earlier transaction.

7. Data collection under Regulation C. See
comment 5(a)(2)-2.

13(b) Obtaining of information.

1. Forms for collecting data. A creditor may
collect the information specified in §202.13(a)
either on an application form or on a sepa-
rate form referring to the application. The
applicant must be offered the option to se-
lect more than one racial designation.

2. Written applications. The regulation re-
quires written applications for the types of
credit covered by §202.13. A creditor can sat-
isfy this requirement by recording on paper
or by means of computer the information
that the applicant provides orally and that
the creditor normally considers in a credit
decision.

3. Telephone, mail applications.

i. A creditor that accepts an application by
telephone or mail must request the moni-
toring information.

ii. A creditor that accepts an application
by mail need not make a special request for
the monitoring information if the applicant
has failed to provide it on the application
form returned to the creditor.

iii. If it is not evident on the face of an ap-
plication that it was received by mail, tele-
phone, or via an electronic medium, the
creditor should indicate on the form or other
application record how the application was
received.

4. Video and other electronic-application proc-
esses.

i. If a creditor takes an application
through an electronic medium that allows
the creditor to see the applicant, the cred-
itor must treat the application as taken in
person. The creditor must note the moni-
toring information on the basis of visual ob-
servation or surname, if the applicant choos-
es not to provide the information.

ii. If an applicant applies through an elec-
tronic medium without video capability, the
creditor treats the application as if it were
received by mail.

5. Applications through loan-shopping serv-
ices. When a creditor receives an application
through an unaffiliated loan-shopping serv-
ice, it does not have to request the moni-
toring information for purposes of the ECOA
or Regulation B. Creditors subject to the
Home Mortgage Disclosure Act should be
aware, however, that data collection may be
called for under Regulation C (12 CFR part
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203), which generally requires creditors to re-
port, among other things, the sex and race of
an applicant on brokered applications or ap-
plications received through a correspondent.

6. Inadvertent notation. If a creditor inad-
vertently obtains the monitoring informa-
tion in a dwelling-related transaction not
covered by §202.13, the creditor may process
and retain the application without violating
the regulation.

13(c) Disclosure to applicants.

1. Procedures for providing disclosures. The
disclosure to an applicant regarding the
monitoring information may be provided in
writing. Appendix B contains a sample dis-
closure. A creditor may devise its own dis-
closure so long as it is substantially similar.
The creditor need not orally request the
monitoring information if it is requested in
writing.

13(d) Substitute monitoring program.

1. Substitute program. An enforcement agen-
cy may adopt, under its established rule-
making or enforcement procedures, a pro-
gram requiring creditors under its jurisdic-
tion to collect information in addition to in-
formation required by this section.

Section 202.14—Rules on Providing Appraisal
Reports

14(a) Providing appraisals.

1. Coverage. This section covers applica-
tions for credit to be secured by a lien on a
dwelling, as that term is defined in §202.14(c),
whether the credit is for a business purpose
(for example, a loan to start a business) or a
consumer purpose (for example, a loan to fi-
nance a child’s education).

2. Renewals. This section applies when an
applicant requests the renewal of an existing
extension of credit and the creditor obtains a
new appraisal report. This section does not
apply when a creditor uses the appraisal re-
port previously obtained to evaluate the re-
newal request.

14(a)(2)(1) Notice.

1. Multiple applicants. When an application
that is subject to this section involves more
than one applicant, the notice about the ap-
praisal report need only be given to one ap-
plicant, but it must be given to the primary
applicant where one is readily apparent.

14(a)(2)(ii) Delivery.

1. Reimbursement. Creditors may charge for
photocopy and postage costs incurred in pro-
viding a copy of the appraisal report, unless
prohibited by state or other law. If the con-
sumer has already paid for the report—for
example, as part of an application fee—the
creditor may not require additional fees for
the appraisal (other than photocopy and
postage costs).

14(c) Definitions.

1. Appraisal reports. Examples of appraisal
reports are:

i. A report prepared by an appraiser
(whether or not licensed or certified), includ-
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ing written comments and other documents
submitted to the creditor in support of the
appraiser’s estimate or opinion of the prop-
erty’s value.

ii. A document prepared by the creditor’s
staff that assigns value to the property, if a
third-party appraisal report has not been
used.

iii. An internal review document reflecting
that the creditor’s valuation is different
from a valuation in a third party’s appraisal
report (or different from valuations that are
publicly available or valuations such as
manufacturers’ invoices for mobile homes).

2. Other reports. The term “appraisal report”
does not cover all documents relating to the
value of the applicant’s property. Examples
of reports not covered are:

i. Internal documents, if a third-party ap-
praisal report was used to establish the value
of the property.

ii. Governmental agency statements of ap-
praised value.

iii. Valuations lists that are publicly avail-
able (such as published sales prices or mort-
gage amounts, tax assessments, and retail
price ranges) and valuations such as manu-
facturers’ invoices for mobile homes.

Section 202.15—Incentives for Self-Testing
and Self-Correction

15(a) General rules.

15(a)(1) Voluntary self-testing and correction.

1. Activities required by any governmental
authority are not voluntary self-tests. A
governmental authority includes both ad-
ministrative and judicial authorities for fed-
eral, state, and local governments.

15(a)(2) Corrective action required.

1. To qualify for the privilege, appropriate
corrective action is required when the re-
sults of a self-test show that it is more likely
than not that there has been a violation of
the ECOA or this regulation. A self-test is
also privileged when it identifies no viola-
tions.

2. In some cases, the issue of whether cer-
tain information is privileged may arise be-
fore the self-test is complete or corrective
actions are fully under way. This would not
necessarily prevent a creditor from asserting
the privilege. In situations where the self-
test is not complete, for the privilege to
apply the lender must satisfy the regula-
tion’s requirements within a reasonable pe-
riod of time. To assert the privilege where
the self-test shows a likely violation, the
rule requires, at a minimum, that the cred-
itor establish a plan for corrective action
and a method to demonstrate progress in im-
plementing the plan. Creditors must take ap-
propriate corrective action on a timely basis
after the results of the self-test are known.

3. A creditor’s determination about the
type of corrective action needed, or a finding
that no corrective action is required, is not



Federal Reserve System

conclusive in determining whether the re-
quirements of this paragraph have been sat-
isfied. If a creditor’s claim of privilege is
challenged, an assessment of the need for
corrective action or the type of corrective
action that is appropriate must be based on
a review of the self-testing results, which
may require an in camera inspection of the
privileged documents.

15(a)(3) Other privileges.

1. A creditor may assert the privilege es-
tablished under this section in addition to
asserting any other privilege that may
apply, such as the attorney-client privilege
or the work-product privilege. Self-testing
data may be privileged under this section
whether or not the creditor’s assertion of an-
other privilege is upheld.

15(b) Self-test defined.

15(b)(1) Definition.

Paragraph 15(b)(1)(i)

1. To qualify for the privilege, a self-test
must be sufficient to constitute a determina-
tion of the extent or effectiveness of the
creditor’s compliance with the Act and Reg-
ulation B. Accordingly, a self-test is only
privileged if it was designed and used for
that purpose. A self-test that is designed or
used to determine compliance with other
laws or regulations or for other purposes is
not privileged under this rule. For example,
a self-test designed to evaluate employee ef-
ficiency or customers’ satisfaction with the
level of service provided by the creditor is
not privileged even if evidence of discrimina-
tion is uncovered incidentally. If a self-test
is designed for multiple purposes, only the
portion designed to determine compliance
with the ECOA is eligible for the privilege.

Paragraph 15(b)(1)(ii)

1. The principal attribute of self-testing is
that it constitutes a voluntary undertaking
by the creditor to produce new data or fac-
tual information that otherwise would not
be available and could not be derived from
loan or application files or other records re-
lated to credit transactions. Self-testing in-
cludes, but is not limited to, the practice of
using fictitious applicants for credit (test-
ers), either with or without the use of
matched pairs. A creditor may elect to test
a defined segment of its business, for exam-
ple, loan applications processed by a specific
branch or loan officer, or applications made
for a particular type of credit or loan pro-
gram. A creditor also may use other methods
of generating information that is not avail-
able in loan and application files, such as
surveying mortgage loan applicants. To the
extent permitted by law, creditors might
also develop new methods that go beyond
traditional pre-application testing, such as
hiring testers to submit fictitious loan appli-
cations for processing.
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2. The privilege does not protect a credi-
tor’s analysis performed as part of proc-
essing or underwriting a credit application.
A creditor’s evaluation or analysis of its
loan files, Home Mortgage Disclosure Act
data, or similar types of records (such as
broker or loan officer compensation records)
does not produce new information about a
creditor’s compliance and is not a self-test
for purposes of this section. Similarly, a sta-
tistical analysis of data derived from exist-
ing loan files is not privileged.

15(b)(3) Types of information not privileged.

Paragraph 15(b)(3)(1)

1. The information listed in this paragraph
is not privileged and may be used to deter-
mine whether the prerequisites for the privi-
lege have been satisfied. Accordingly, a cred-
itor might be asked to identify the self-test-
ing method, for example, whether
preapplication testers were used or data were
compiled by surveying loan applicants. In-
formation about the scope of the self-test
(such as the types of credit transactions ex-
amined, or the geographic area covered by
the test) also is not privileged.

Paragraph 15(b)(3)(ii)

1. Property appraisal reports, minutes of
loan committee meetings or other docu-
ments reflecting the basis for a decision to
approve or deny an application, loan policies
or procedures, underwriting standards, and
broker compensation records are examples of
the types of records that are not privileged.
If a creditor arranges for testers to submit
loan applications for processing, the records
are not related to actual credit transactions
for purposes of this paragraph and may be
privileged self-testing records.

15(c) Appropriate corrective action.

1. The rule only addresses the corrective
actions required for a creditor to take advan-
tage of the privilege in this section. A cred-
itor may be required to take other actions or
provide additional relief if a formal finding
of discrimination is made.

15(c)(1) General requirement.

1. Appropriate corrective action is required
even though no violation has been formally
adjudicated or admitted by the creditor. In
determining whether it is more likely than
not that a violation occurred, a creditor
must treat testers as if they are actual appli-
cants for credit. A creditor may not refuse to
take appropriate corrective action under
this section because the self-test used ficti-
tious loan applicants. The fact that a test-
er’s agreement with the creditor waives the
tester’s legal right to assert a violation does
not eliminate the requirement for the cred-
itor to take corrective action, although no
remedial relief for the tester is required
under paragraph 15(c)(3).
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15(c)(2) Determining the scope of appropriate
corrective action.

1. Whether a creditor has taken or is tak-
ing corrective action that is appropriate will
be determined on a case-by-case basis. Gen-
erally, the scope of the corrective action
that is needed to preserve the privilege is
governed by the scope of the self-test. For
example, a creditor that self-tests mortgage
loans and discovers evidence of discrimina-
tion may focus its corrective actions on
mortgage loans, and is not required to ex-
pand its testing to other types of loans.

2. In identifying the policies or practices
that are a likely cause of the violation, a
creditor might identify inadequate or im-
proper lending policies, failure to implement
established policies, employee conduct, or
other causes. The extent and scope of a like-
ly violation may be assessed by determining
which areas of operations are likely to be af-
fected by those policies and practices, for ex-
ample, by determining the types of loans and
stages of the application process involved
and the branches or offices where the viola-
tions may have occurred.

3. Depending on the method and scope of
the self-test and the results of the test, ap-
propriate corrective action may include one
or more of the following:

i. If the self-test identifies individuals
whose applications were inappropriately
processed, offering to extend credit if the ap-
plication was improperly denied and compen-
sating such persons for out-of-pocket costs
and other compensatory damages;

ii. Correcting institutional policies or pro-
cedures that may have contributed to the
likely violation, and adopting new policies
as appropriate;

iii. Identifying and then training and/or
disciplining the employees involved;

iv. Developing outreach programs, mar-
keting strategies, or loan products to serve
more effectively segments of the lender’s
markets that may have been affected by the
likely discrimination; and

v. Improving audit and oversight systems
to avoid a recurrence of the likely viola-
tions.

15(c)(3) Types of relief.

Paragraph 15(c)(3)(ii)

1. The use of pre-application testers to
identify policies and practices that illegally
discriminate does not require creditors to re-
view existing loan files for the purpose of
identifying and compensating applicants
who might have been adversely affected.

2. If a self-test identifies a specific appli-
cant who was discriminated against on a pro-
hibited basis, to qualify for the privilege in
this section the creditor must provide appro-
priate remedial relief to that applicant; the
creditor is not required to identify other ap-
plicants who might also have been adversely
affected.
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Paragraph 15(c)(3)(iii)

1. A creditor is not required to provide re-
medial relief to an applicant that would not
be available by law. An applicant might also
be ineligible for certain types of relief due to
changed circumstances. For example, a cred-
itor is not required to offer credit to a denied
applicant if the applicant no longer qualifies
for the credit due to a change in financial
circumstances, although some other type of
relief might be appropriate.

15(d)(1) Scope of privilege.

1. The privilege applies with respect to any
examination, investigation or proceeding by
federal, state, or local government agencies
relating to compliance with the Act or this
regulation. Accordingly, in a case brought
under the ECOA, the privilege established
under this section preempts any inconsistent
laws or court rules to the extent they might
require disclosure of privileged self-testing
data. The privilege does not apply in other
cases (such as in litigation filed solely under
a state’s fair lending statute). In such cases,
if a court orders a creditor to disclose self-
test results, the disclosure is not a voluntary
disclosure or waiver of the privilege for pur-
poses of paragraph 15(d)(2); a creditor may
protect the information by seeking a protec-
tive order to limit availability and use of the
self-testing data and prevent dissemination
beyond what is necessary in that case. Para-
graph 15(d)(1) precludes a party who has ob-
tained privileged information from using it
in a case brought under the ECOA, provided
the creditor has not lost the privilege
through voluntary disclosure under para-
graph 15(d)(2).

15(d)(2) Loss of privilege.

Paragraph 15(d)(2)(1)

1. A creditor’s corrective action, by itself,
is not considered a voluntary disclosure of
the self-test report or results. For example, a
creditor does not disclose the results of a
self-test merely by offering to extend credit
to a denied applicant or by inviting the ap-
plicant to reapply for credit. Voluntary dis-
closure could occur under this paragraph,
however, if the creditor disclosed the self-
test results in connection with a new offer of
credit.

2. The disclosure of self-testing results to
an independent contractor acting as an audi-
tor or consultant for the creditor on compli-
ance matters does not result in loss of the
privilege.

Paragraph 15(d)(2)(ii)

1. The privilege is lost if the creditor dis-
closes privileged information, such as the re-
sults of the self-test. The privilege is not lost
if the creditor merely reveals or refers to the
existence of the self-test.
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Paragraph 15(d)(2)(iii)

1. A creditor’s claim of privilege may be
challenged in a court or administrative law
proceeding with appropriate jurisdiction. In
resolving the issue, the presiding officer may
require the creditor to produce privileged in-
formation about the self-test.

Paragraph 15(d)(3) Limited use of privileged in-
formation

1. A creditor may be required to produce
privileged documents for the purpose of de-
termining a penalty or remedy after a viola-
tion of the ECOA or Regulation B has been
formally adjudicated or admitted. A credi-
tor’s compliance with such a requirement
does not evidence the creditor’s intent to
forfeit the privilege.

Section 202.16—Enforcement, Penalties, and
Liabilities

17(c) Failure of compliance.

1. Inadvertent errors. Inadvertent errors in-
clude, but are not limited to, clerical mis-
take, calculation error, computer malfunc-
tion, and printing error. An error of legal
judgment is not an inadvertent error under
the regulation.

2. Correction of error. For inadvertent errors
that occur under §§202.12 and 202.13, this sec-
tion requires that they be corrected prospec-
tively.

APPENDIX B—MODEL APPLICATION FORMS

1. Freddie Mac/Fannie Mae form—residential
loan application. The uniform residential loan
application form (Freddie Mac 65/Fannie Mae
1003), including supplemental form (Freddie
Mac 65A/Fannie Mae 1003A), prepared by the
Federal Home Loan Mortgage Corporation
and the Federal National Mortgage Associa-
tion and dated October 1992 may be used by
creditors without violating this regulation.
Creditors that are governed by the moni-
toring requirements of this regulation
(which limits collection to applications pri-
marily for the purchase or refinancing of the
applicant’s principal residence) should de-
lete, strike, or modify the data-collection
section on the form when using it for trans-
actions not covered by §202.13(a) to ensure
that they do not collect the information.
Creditors that are subject to more extensive
collection requirements by a substitute mon-
itoring program under §202.13(d) or by the
Home Mortgage Disclosure Act (HMDA) may
use the form as issued, in compliance with
the substitute program or HMDA.

2. FHLMC/FNMA form—home improvement
loan application. The home-improvement and
energy loan application form (FHLMC 703/
FNMA 1012), prepared by the Federal Home
Loan Mortgage Corporation and the Federal
National Mortgage Association and dated
October 1986, complies with the requirements
of the regulation for some creditors but not
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others because of the form’s section “Infor-
mation for Government Monitoring Pur-
poses.” Creditors that are governed by
§202.13(a) of the regulation (which limits col-
lection to applications primarily for the pur-
chase or refinancing of the applicant’s prin-
cipal residence) should delete, strike, or
modify the data-collection section on the
form when using it for transactions not cov-
ered by §202.13(a) to ensure that they do not
collect the information. Creditors that are
subject to more extensive collection require-
ments by a substitute monitoring program
under §202.13(d) may use the form as issued,
in compliance with that substitute program.

APPENDIX C—SAMPLE NOTIFICATION FORMS

1. Form C-9. Creditors may design their
own form, add to, or modify the model form
to reflect their individual policies and proce-
dures. For example, a creditor may want to
add:

i. A telephone number that applicants may
call to leave their name and the address to
which an appraisal report should be sent.

ii. A notice of the cost the applicant will
be required to pay the creditor for the ap-
praisal or a copy of the report.

[Reg. B, 68 FR 13161, Mar. 18, 2003, as amend-
ed at 72 FR 63451, Nov. 9, 2007; 72 FR 71057,
Dec. 14, 2007]

PART 203—HOME MORTGAGE
DISCLOSURE (REGULATION C)

Sec.
203.1
203.2
203.3
203.4

Authority, purpose, and scope.

Definitions.

Exempt institutions.

Compilation of loan data.

203.5 Disclosure and reporting.

203.6 Enforcement.

APPENDIX A TO PART 203—FORM AND INSTRUC-
TIONS FOR COMPLETION OF HMDA LOAN/
APPLICATION REGISTER

APPENDIX B TO PART 203—FORM AND INSTRUC-
TIONS FOR DATA COLLECTION ON ETH-
NICITY, RACE, AND SEX

SUPPLEMENT I TO PART 203—STAFF COM-
MENTARY

AUTHORITY: 12 U.S.C. 2801-2810.

SOURCE: Reg. C, 67 FR 7236, Feb. 15, 2002,
unless otherwise noted.

§203.1 Authority, purpose, and scope.

(a) Authority. This regulation is
issued by the Board of Governors of the
Federal Reserve System (“Board”) pur-
suant to the Home Mortgage Disclo-
sure Act (“HMDA”) (12 U.S.C. 2801 et
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seq.), as amended. The information-col-
lection requirements have been ap-
proved by the U.S. Office of Manage-
ment and Budget (“OMB”) under 44
U.S.C. 3501 et seq. and have been as-
signed OMB numbers for institutions
reporting data to the Office of the
Comptroller of the Currency (1557-0159),
the Federal Deposit Insurance Corpora-
tion (3064-0046), the Office of Thrift Su-
pervision (1550-0021), the Federal Re-
serve System (7100-0247), and the De-
partment of Housing and Urban Devel-
opment (“HUD”) (2502-0529). A number
for the National Credit Union Adminis-
tration is pending.

(b) Purpose. (1) This regulation imple-
ments the Home Mortgage Disclosure
Act, which is intended to provide the
public with loan data that can be used:

(i) To help determine whether finan-
cial institutions are serving the hous-
ing needs of their communities;

(ii) To assist public officials in dis-
tributing public-sector investment so
as to attract private investment to
areas where it is needed; and

(iii) To assist in identifying possible
discriminatory lending patterns and
enforcing antidiscrimination statutes.

(2) Neither the act nor this regula-
tion is intended to encourage unsound
lending practices or the allocation of
credit.

(c) Scope. This regulation applies to
certain financial institutions, includ-
ing banks, savings associations, credit
unions, and other mortgage lending in-
stitutions, as defined in §203.2(e). The
regulation requires an institution to
report data to its supervisory agency
about home purchase loans, home im-
provement loans, and refinancings that
it originates or purchases, or for which
it receives applications; and to disclose
certain data to the public.

§203.2 Definitions.

In this regulation:

(a) Act means the Home Mortgage
Disclosure Act (“HMDA”) (12 U.S.C. 2801
et seq.), as amended.

(b) Application—(1) In general. Appli-
cation means an oral or written re-
quest for a home purchase loan, a home
improvement loan, or a refinancing
that is made in accordance with proce-
dures used by a financial institution
for the type of credit requested.

70

12 CFR Ch. Il (1-1-11 Edition)

(2) Preapproval programs. A request
for preapproval for a home purchase
loan is an application under paragraph
(b)(1) of this section if the request is re-
viewed under a program in which the
financial institution, after a com-
prehensive analysis of the credit-
worthiness of the applicant, issues a
written commitment to the applicant
valid for a designated period of time to
extend a home purchase loan up to a
specified amount. The written commit-
ment may not be subject to conditions
other than:

(i) Conditions that require the identi-
fication of a suitable property;

(ii) Conditions that require that no
material change has occurred in the
applicant’s financial condition or cred-
itworthiness prior to closing; and

(iii) Limited conditions that are not
related to the financial condition or
creditworthiness of the applicant that
the lender ordinarily attaches to a tra-
ditional home mortgage application
(such as certification of a clear termite
inspection).

(c) Branch office means:

(1) Any office of a bank, savings asso-
ciation, or credit union that is ap-
proved as a branch by a federal or state
supervisory agency, but excludes free-
standing electronic terminals such as
automated teller machines; and

(2) Any office of a for-profit mort-
gage-lending institution (other than a
bank, savings association, or credit
union) that takes applications from the
public for home purchase loans, home
improvement loans, or refinancings. A
for-profit mortgage-lending institution
is also deemed to have a branch office
in an MSA or in a Metropolitan Divi-
sion, if, in the preceding calendar year,
it received applications for, originated,
or purchased five or more home pur-
chase loans, home improvement loans,
or refinancings related to property lo-
cated in that MSA or Metropolitan Di-
vision, respectively.

(d) Dwelling means a residential
structure (whether or not attached to
real property) located in a state of the
United States of America, the District
of Columbia, or the Commonwealth of
Puerto Rico. The term includes an in-
dividual condominium unit, coopera-
tive unit, or mobile or manufactured
home.
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(e) Financial institution means:

(1) A bank, savings association, or
credit union that:

(i) On the preceding December 31 had
assets in excess of the asset threshold
established and published annually by
the Board for coverage by the act,
based on the year-to-year change in the
average of the Consumer Price Index
for Urban Wage Earners and Clerical
Workers, not seasonally adjusted, for
each twelve month period ending in
November, with rounding to the near-
est million;

(ii) On the preceding December 31,
had a home or branch office in an MSA;

(iii) In the preceding calendar year,
originated at least one home purchase
loan (excluding temporary financing
such as a construction loan) or refi-
nancing of a home purchase loan, se-
cured by a first lien on a one-to four-
family dwelling; and

(iv) Meets one or more of the fol-
lowing three criteria:

(A) The institution is federally in-
sured or regulated;

(B) The mortgage loan referred to in
paragraph (e)(1)(iii) of this section was
insured, guaranteed, or supplemented
by a federal agency; or

(C) The mortgage loan referred to in
paragraph (e)(1)(iii) of this section was
intended by the institution for sale to
Fannie Mae or Freddie Mac; and

(2) A for-profit mortgage-lending in-
stitution (other than a bank, savings
association, or credit union) that:

(i) In the preceding calendar year, ei-
ther:

(A) Originated home purchase loans,
including refinancings of home pur-
chase loans, that equaled at least 10
percent of its loan-origination volume,
measured in dollars; or

(B) Originated home purchase loans,
including refinancings of home pur-
chase loans, that equaled at least $25
million; and

(ii) On the preceding December 31,
had a home or branch office in an MSA;
and

(iii) Either:

(A) On the preceding December 31,
had total assets of more than $10 mil-
lion, counting the assets of any parent
corporation; or

(B) In the preceding calendar year,
originated at least 100 home purchase

71

§203.2

loans, including refinancings of home
purchase loans.

(f) Home-equity line of credit means an
open-end credit plan secured by a
dwelling as defined in Regulation Z
(Truth in Lending), 12 CFR part 226.

(g) Home improvement loan means:

(1) A loan secured by a lien on a
dwelling that is for the purpose, in
whole or in part, of repairing, rehabili-
tating, remodeling, or improving a
dwelling or the real property on which
it is located; and

(2) A non-dwelling secured loan that
is for the purpose, in whole or in part,
of repairing, rehabilitating, remod-
eling, or improving a dwelling or the
real property on which it is located,
and that is classified by the financial
institution as a home improvement
loan.

(h) Home purchase loan means a loan
secured by and made for the purpose of
purchasing a dwelling.

(i) Manufactured home means any res-
idential structure as defined under reg-
ulations of the Department of Housing
and Urban Development establishing
manufactured home construction and
safety standards (24 CFR 3280.2).

(j)(1) Metropolitan Statistical Area
or MSA means a metropolitan statis-
tical area as defined by the U.S. Office
of Management and Budget.

(2) Metropolitan Division or MD
means a metropolitan division of an
MSA, as defined by the U.S. Office of
Management and Budget.

(k) Refinancing means a new obliga-
tion that satisfies and replaces an ex-
isting obligation by the same borrower,
in which:

(1) For coverage purposes, the exist-
ing obligation is a home purchase loan
(as determined by the lender, for exam-
ple, by reference to available docu-
ments; or as stated by the applicant),
and both the existing obligation and
the new obligation are secured by first
liens on dwellings; and

(2) For reporting purposes, both the
existing obligation and the new obliga-
tion are secured by liens on dwellings.

[67 FR 7236, Feb. 15, 2002, as amended at 68
FR 74830, Dec. 29, 2003]



§203.3

§203.3 Exempt institutions.

(a) Exemption based on state law. (1) A
state-chartered or state-licensed finan-
cial institution is exempt from the re-
quirements of this regulation if the
Board determines that the institution
is subject to a state disclosure law that
contains requirements substantially
similar to those imposed by this regu-
lation and that contains adequate pro-
visions for enforcement.

(2) Any state, state-chartered or
state-licensed financial institution, or
association of such institutions, may
apply to the Board for an exemption
under paragraph (a) of this section.

(3) An institution that is exempt
under paragraph (a) of this section
shall use the disclosure form required
by its state law and shall submit the
data required by that law to its state
supervisory agency for purposes of ag-
gregation.

(b) Loss of exemption. An institution
losing a state-law exemption under
paragraph (a) of this section shall com-
ply with this regulation beginning with
the calendar year following the year
for which it last reported loan data
under the state disclosure law.

§203.4 Compilation of loan data.

(a) Data format and itemication. A fi-
nancial institution shall collect data
regarding applications for, and origina-
tions and purchases of, home purchase
loans, home improvement loans, and
refinancings for each calendar year. An
institution is required to collect data
regarding requests under a preapproval
program (as defined in §203.2(b)) only if
the preapproval request is denied or re-
sults in the origination of a home pur-
chase loan. All reportable transactions
shall be recorded, within thirty cal-
endar days after the end of the cal-
endar quarter in which final action is
taken (such as origination or purchase
of a loan, or denial or withdrawal of an
application), on a register in the for-
mat prescribed in Appendix A of this
part. The data recorded shall include
the following items:

(1) An identifying number for the
loan or loan application, and the date
the application was received.

(2) The type of loan or application.

(3) The purpose of the loan or appli-
cation.
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(4) Whether the application is a re-
quest for preapproval and whether it
resulted in a denial or in an origina-
tion.

(5) The property type to which the
loan or application relates.

(6) The owner-occupancy status of
the property to which the loan or ap-
plication relates.

(7) The amount of the loan or the
amount applied for.

(8) The type of action taken, and the
date.

(9) The location of the property to
which the loan or application relates,
by MSA or by Metropolitan Division,
by state, by county, and by census
tract, if the institution has a home or
branch office in that MSA or Metro-
politan Division.

(10) The ethnicity, race, and sex of
the applicant or borrower, and the
gross annual income relied on in proc-
essing the application.

(11) The type of entity purchasing a
loan that the institution originates or
purchases and then sells within the
same calendar year (this information
need not be included in quarterly up-
dates).

(12)(i) For originated loans subject to
Regulation Z, 12 CFR part 226, the dif-
ference between the loan’s annual per-
centage rate (APR) and the average
prime offer rate for a comparable
transaction as of the date the interest
rate is set, if that difference is equal to
or greater than 1.5 percentage points
for loans secured by a first lien on a
dwelling, or equal to or greater than 3.5
percentage points for loans secured by
a subordinate lien on a dwelling.

(ii) “Average prime offer rate” means
an annual percentage rate that is de-
rived from average interest rates,
points, and other loan pricing terms
currently offered to consumers by a
representative sample of creditors for
mortgage loans that have low-risk
pricing characteristics. The Board pub-
lishes average prime offer rates for a
broad range of types of transactions in
tables updated at least weekly, as well
as the methodology the Board uses to
derive these rates.

(13) Whether the loan is subject to
the Home Ownership and Equity Pro-
tection Act of 1994, as implemented in
Regulation Z (12 CFR 226.32).
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(14) The lien status of the loan or ap-
plication (first lien, subordinate lien,
or not secured by a lien on a dwelling).

(b) Collection of data on ethnicity, race,
sex, and income. (1) A financial institu-
tion shall collect data about the eth-
nicity, race, and sex of the applicant or
borrower as prescribed in Appendix B
of this part.

(2) BEthnicity, race, sex, and income
data may but need not be collected for
loans purchased by the financial insti-
tution.

(c) Optional data. A financial institu-
tion may report:

(1) The reasons it denied a loan appli-
cation;

(2) Requests for preapproval that are
approved by the institution but not ac-
cepted by the applicant; and

(3) Home-equity lines of credit made
in whole or in part for the purpose of
home improvement or home purchase.

(d) Excluded data. A financial institu-
tion shall not report:

(1) Loans originated or purchased by
the financial institution acting in a fi-
duciary capacity (such as trustee);

(2) Loans on unimproved land;

(3) Temporary financing (such as
bridge or construction loans);

(4) The purchase of an interest in a
pool of loans (such as mortgage-par-
ticipation certificates, mortgage-
backed securities, or real estate mort-
gage investment conduits);

(5) The purchase solely of the right to
service loans; or

(6) Loans acquired as part of a merg-
er or acquisition, or as part of the ac-
quisition of all of the assets and liabil-
ities of a branch office as defined in
§203.2(c)(1).

(e) Data reporting for banks and sav-
ings associations that are required to re-
port data on small business, small farm,
and community development lending
under CRA. Banks and savings associa-
tions that are required to report data
on small business, small farm, and
community development lending under
regulations that implement the Com-
munity Reinvestment Act of 1977 (12
U.S.C. 2901 et seq.) shall also collect the
location of property located outside
MSAs and Metropolitan Divisions in
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which the institution has a home or
branch office, or outside any MSA.

[67 FR 7236, Feb. 15, 2002, as amended at 67
FR 43223, June 27, 2002; 68 FR 74830, Dec. 29,
2003; 73 FR 63335, Oct. 24, 2008]

§203.5 Disclosure and reporting.

(a) Reporting to agency. (1) By March
1 following the calendar year for which
the loan data are compiled, a financial
institution shall send its complete
loan/application register to the agency
office specified in Appendix A of this
part. The institution shall retain a
copy for its records for at least three
years.

(2) A subsidiary of a bank or savings
association shall complete a separate
loan/application register. The sub-
sidiary shall submit the register, di-
rectly or through its parent, to the
agency that supervises its parent.

(b) Public disclosure of statement. (1)
The Federal Financial Institutions Ex-
amination Council (“FFIEC”) will pre-
pare a disclosure statement from the
data each financial institution sub-
mits.

(2) An institution shall make its dis-
closure statement (prepared by the
FFIEC) available to the public at its
home office no later than three busi-
ness days after receiving it from the
FFIEC.

(3) In addition, an institution shall
either:

(i) Make its disclosure statement
available to the public, within ten busi-
ness days of receiving it, in at least one
branch office in each other MSA and
each other Metropolitan Division
where the institution has offices (the
disclosure statement need only contain
data relating to the MSA or Metropoli-
tan Division where the branch is lo-
cated); or

(ii) Post the address for sending writ-
ten requests in the lobby of each
branch office in other MSAs and Metro-
politan Divisions where the institution
has offices; and mail or deliver a copy
of the disclosure statement within fif-
teen calendar days of receiving a writ-
ten request (the disclosure statement
need only contain data relating to the
MSA or Metropolitan Division for
which the request is made). Including
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the address in the general notice re-
quired under paragraph (e) of this sec-
tion satisfies this requirement.

(c) Public disclosure of modified loan/
application register. A financial institu-
tion shall make its loan/application
register available to the public after
removing the following information re-
garding each entry: the application or
loan number, the date that the applica-
tion was received, and the date action
was taken. An institution shall make
its modified register available fol-
lowing the calendar year for which the
data are compiled, by March 31 for a re-
quest received on or before March 1,
and within thirty calendar days for a
request received after March 1. The
modified register need only contain
data relating to the MSA or Metropoli-
tan Division for which the request is
made.

(d) Availability of data. A financial in-
stitution shall make its modified reg-
ister available to the public for a pe-
riod of three years and its disclosure
statement available for a period of five
years. An institution shall make the
data available for inspection and copy-
ing during the hours the office is nor-
mally open to the public for business.
It may impose a reasonable fee for any
cost incurred in providing or reproduc-
ing the data.

(e) Notice of awvailability. A financial
institution shall post a general notice
about the availability of its HMDA
data in the lobby of its home office and
of each branch office located in an
MSA and Metropolitan Division. An in-
stitution shall provide promptly upon
request the location of the institu-
tion’s offices where the statement is
available for inspection and copying, or
it may include the location in the
lobby notice.

(f) Loan aggregation and central data
depositories. Using the loan data sub-
mitted by financial institutions, the
FFIEC will produce reports for indi-
vidual institutions and reports of ag-
gregate data for each MSA and Metro-
politan Division, showing lending pat-
terns by property location, age of hous-
ing stock, and income level, sex, eth-
nicity, and race. These reports will be
available to the public at central data
depositories located in each MSA and
Metropolitan Division. A listing of cen-
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tral data depositories can be obtained
from the Federal Financial Institu-
tions Examination Council, Wash-
ington, DC 20006.

[67 FR 7236, Feb. 15, 2002, as amended at 68
FR 74830, Dec. 29, 2003]

§203.6 Enforcement.

(a) Administrative enforcement. A vio-
lation of the Act or this regulation is
subject to administrative sanctions as
provided in section 305 of the Act, in-
cluding the imposition of civil money
penalties, where applicable. Compli-
ance is enforced by the agencies listed
in section 305(b) of the Act (12 U.S.C.
2804(b).

(b) Bona fide errors. (1) An error in
compiling or recording loan data is not
a violation of the act or this regulation
if the error was unintentional and oc-
curred despite the maintenance of pro-
cedures reasonably adapted to avoid
such errors.

(2) An incorrect entry for a census
tract number is deemed a bona fide
error, and is not a violation of the act
or this regulation, provided that the
institution maintains procedures rea-
sonably adapted to avoid such errors.

(3) If an institution makes a good-
faith effort to record all data con-
cerning covered transactions fully and
accurately within thirty calendar days
after the end of each calendar quarter,
and some data are nevertheless inac-
curate or incomplete, the error or
omission is not a violation of the act or
this regulation provided that the insti-
tution corrects or completes the infor-
mation prior to submitting the loan/ap-
plication register to its regulatory
agency.

APPENDIX A TO PART 203—FORM AND IN-
STRUCTIONS FOR COMPLETION OF
HMDA  LOAN/APPLICATION  REG-
ISTER

PAPERWORK REDUCTION ACT NOTICE

This report is required by law (12 U.S.C.
2801-2810 and 12 CFR 203). An agency may not
conduct or sponsor, and an organization is
not required to respond to, a collection of in-
formation unless it displays a valid Office of
Management and Budget (OMB) Control
Number. See 12 CFR 203.1(a) for the valid
OMB Control Numbers, applicable to this in-
formation collection. Send comments re-
garding this burden estimate or any other
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aspect of this collection of information, in-
cluding suggestions for reducing the burden,
to the respective agencies and to OMB, Of-
fice of Information and Regulatory Affairs,
Paperwork Reduction Project, Washington,
DC 20503. Be sure to reference the applicable
agency and the OMB Control Number, as
found in 12 CFR 203.1(a), when submitting
comments to OMB.

I. INSTRUCTIONS FOR COMPLETION OF LOAN/
APPLICATION REGSITER

A. Application or Loan Information

1. Application or Loan Number

a. Enter an identifying loan number that
can be used later to retrieve the loan or ap-
plication file. It can be any number of your
institution’s choosing (not exceeding 25 char-
acters). You may use letters, numerals, or a
combination of both.

2. Date Application Received

a. Enter the date the loan application was
received by your institution by month, day,
and year. If your institution normally
records the date shown on the application
form you may use that date instead. Enter
“NA” for loans purchased by your institution.
For paper submissions only, use numerals in
the form MM/DD/CCYY (for example, 01/15/
2003). For submissions in electronic form, the
proper format is CCYYMMDD.

3. Type of Loan or Application

Indicate the type of loan or application by
entering the applicable code from the fol-
lowing:

Code 1—Conventional (any loan other than

FHA, VA, FSA, or RHS loans)

Code 2—FHA-insured (Federal Housing Ad-
ministration)

Code 3—VA-guaranteed (Veterans Adminis-
tration)

Code 4—FSA/RHS-guaranteed (Farm Service

Agency or Rural Housing Service)

4. Property Type

Indicate the property type by entering the
applicable code from the following:

Code 1—Omne-to four-family dwelling (other
than manufactured housing)

Code 2—Manufactured housing

Code 3—Multifamily dwelling

a. Use Code 1, not Code 3, for loans on indi-
vidual condominium or cooperative units.

b. If you cannot determine (despite reason-
able efforts to find out) whether the loan or
application relates to a manufactured home,
use Code 1.
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5. Purpose of Loan or Application

Indicate the purpose of the loan or applica-
tion by entering the applicable code from the
following:

Code 1—Home purchase
Code 2—Home improvement
Code 3—Refinancing

a. Do not report a refinancing if, under the
loan agreement, you were unconditionally
obligated to refinance the obligation, or you
were obligated to refinance the obligation
subject to conditions within the borrower’s
control.

6. Owner Occupancy

Indicate whether the property to which the
loan or loan application relates is to be
owner-occupied as a principal residence by
entering the applicable code from the fol-
lowing:

Code 1—Owner-occupied as a principal dwell-
ing

Code 2—Not owner-occupied as a principal
dwelling

Code 3—Not applicable

a. For purchased loans, use Code 1 unless
the loan documents or application indicate
that the property will not be owner-occupied
as a principal residence.

b. Use Code 2 for second homes or vacation
homes, as well as for rental properties.

c. Use Code 3 if the property to which the
loan relates is a multifamily dwelling; is not
located in an MSA; or is located in an MSA
or an MD in which your institution has nei-
ther a home nor a branch office. Alter-
natively, at your institution’s option, you
may report the actual occupancy status,
using Code 1 or 2 as applicable.

7. Loan Amount

Enter the amount of the loan or applica-
tion. Do not report loans below $500. Show
the amount in thousands, rounding to the
nearest thousand (round $500 up to the next
$1,000). For example, a loan for $167,300
should be entered as 167 and one for $15,500 as
16.

a. For a home purchase loan that you
originated, enter the principal amount of the
loan.

b. For a home purchase loan that you pur-
chased, enter the unpaid principal balance of
the loan at the time of purchase.

c. For a home improvement loan, enter the
entire amount of the loan—including unpaid
finance charges if that is how such loans are
recorded on your books—even if only a part
of the proceeds is intended for home im-
provement.

d. If you opt to report home-equity lines of
credit, report only the portion of the line in-
tended for home improvement or home pur-
chase.
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e. For refinancings, indicate the total
amount of the refinancing, including both
the amount outstanding on the original loan
and any amount of “new money.”

f. For a loan application that was denied or
withdrawn, enter the amount applied for.

8. Request for Preapproval of a Home Pur-
chase Loan

Indicate whether the application or loan
involved a request for preapproval of a home
purchase loan by entering the applicable
code from the following:

Code 1—Preapproval requested
Code 2—Preapproval not requested
Code 3—Not applicable

a. Enter code 2 if your institution has a
covered preapproval program but the appli-
cant does not request a preapproval.

b. Enter code 3 if your institution does not
have a preapproval program as defined in
§203.2(b).

c. Enter code 3 for applications or loans for
home improvement or refinancing, and for
purchased loans.

B. Action Taken

1. Type of Action

Indicate the type of action taken on the
application or loan by using one of the fol-
lowing codes.

Code 1—Loan originated

Code 2—Application approved but not accept-
ed

Code 3—Application denied

Code 4—Application withdrawn

Code 5—File closed for incompleteness

Code 6—Loan purchased by your institution

Code T—Preapproval request denied

Code 8—Preapproval request approved but
not accepted (optional reporting)

a. Use Code 1 for a loan that is originated,
including one resulting from a request for
preapproval.

b. For a counteroffer (your offer to the ap-
plicant to make the loan on different terms
or in a different amount from the terms or
amount applied for), use Code 1 if the appli-
cant accepts. Use Code 3 if the applicant
turns down the counteroffer or does not re-
spond.

c. Use Code 2 when the application is ap-
proved but the applicant (or the loan broker
or correspondent) fails to respond to your
notification of approval or your commitment
letter within the specified time. Do not use
this code for a preapproval request.

d. Use Code 4 only when the application is
expressly withdrawn by the applicant before
a credit decision is made. Do not use code 4
if a request for preapproval is withdrawn;
preapproval requests that are withdrawn are
not reported under HMDA.

e. Use Code 5 if you sent a written notice
of incompleteness under §202.9(c)(2) of Regu-
lation B (Equal Credit Opportunity) and the
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applicant did not respond to your request for
additional information within the period of
time specified in your notice. Do not use this
code for requests for preapproval that are in-
complete; these preapproval requests are not
reported under HMDA.

2. Date of Action

For paper submissions only, enter the date
by month, day, and year, using numerals in
the form MM/DD/CCYY (for example, 02/22/
2003). For submissions in electronic form, the
proper format is CCYYMMDD.

a. For loans originated, enter the settle-
ment or closing date.

b. For loans purchased, enter the date of
purchase by your institution.

c. For applications and preapprovals de-
nied, applications and preapprovals approved
but not accepted by the applicant, and files
closed for incompleteness, enter the date
that the action was taken by your institu-
tion or the date the notice was sent to the
applicant.

d. For applications withdrawn, enter the
date you received the applicant’s express
withdrawal, or enter the date shown on the
notification from the applicant, in the case
of a written withdrawal.

e. For preapprovals that lead to a loan
origination, enter the date of the origina-
tion.

C. Property Location. Except as otherwise
provided, enter in these columns the applica-
ble codes for the MSA, or the MD if the MSA
is divided into MDs, state, county, and cen-
sus tract to indicate the location of the prop-
erty to which a loan relates.

1. MSA or Metropolitan Division. For each
loan or loan application, enter the MSA, or
the MD number if the MSA is divided into
MDs. MSA and MD boundaries are defined by
OMB; use the boundaries that were in effect
on January 1 of the calendar year for which
you are reporting. A listing of MSAs and
MDs is available from your supervisory agen-
cy or the FFIEC.

2. State and County

Use the Federal Information Processing
Standard (FIPS) two-digit numerical code
for the state and the three-digit numerical
code for the county. These codes are avail-
able from your supervisory agency or the
FFIEC.

3. Census Tract. Indicate the census tract
where the property is located. Notwith-
standing paragraph 6, if the property is lo-
cated in a county with a population of 30,000
or less in the 2000 Census, enter “NA” (even if
the population has increased above 30,000
since 2000), or enter the census tract number.
County population data can be obtained from
the U.S. Census Bureau.
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4. Census Tract Number. For the census
tract number, consult the resources provided
by the U.S. Census Bureau or the FFIEC.

5. Property Located Outside MSAs or Metro-
politan Divisions. For loans on property lo-
cated outside the MSAs and MDs in which an
institution has a home or branch office, or
for property located outside of any MSA or
MD, the institution may choose one of the
following two options. Under option one, the
institution may enter the MSA or MD, state
and county codes and the census tract num-
ber; and if the property is not located in any
MSA or MD, it may enter “NA” in the MSA
or MD column. (Codes exist for all states and
counties and numbers exist for all census
tracts.) Under this first option, the codes and
census tract number must accurately iden-
tify the property location. Under the second
option, which is not available if paragraph 6
applies, an institution may enter “NA” in all
four columns, whether or not the codes or
numbers exist for the property location.

6. Data Reporting for Banks and Savings As-
sociations Required to Report Data on Small
Business, Small Farm, and Community Develop-
ment Lending Under the CRA Regulations. If
your institution is a bank or savings associa-
tion that is required to report data under the
regulations that implement the CRA, you
must enter the property location on your
HMDA/LAR even if the property is outside
the MSAs or MDs in which you have a home
or branch office, or is not located in any
MSA.

7. Requests for Preapproval

Notwithstanding paragraphs 1 through 6, if
the application is a request for preapproval
that is denied or that is approved but not ac-
cepted by the applicant, you may enter “NA”
in all four columns.

D. Applicant Information—Ethnicity, Race, Sex,
and Income

Appendix B contains instructions for the
collection of data on ethnicity, race, and sex,
and also contains a sample form for data col-
lection.

1. Applicability

Report this information for loans that you
originate as well as for applications that do
not result in an origination.

a. You need not collect or report this infor-
mation for loans purchased. If you choose
not to, use the Codes for “not applicable.”

b. If the borrower or applicant is not a nat-
ural person (a corporation or partnership, for
example), use the Codes for “not applicable.”

2. Mail, Internet, or Telephone Applications.
All loan applications, including applications
taken by mail, Internet, or telephone must
use a collection form similar to that shown
in appendix B regarding ethnicity, race, and
sex. For applications taken by telephone, the
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information in the collection form must be
stated orally by the lender, except for infor-
mation that pertains uniquely to applica-
tions taken in writing. If the applicant does
not provide these data in an application
taken by mail or telephone or on the Inter-
net, enter the code for “information not pro-
vided by applicant in mail, Internet, or tele-
phone application” specified in paragraphs
1.D.3., 4., and 5. of this appendix. (See appen-
dix B for complete information on the collec-
tion of these data in mail, Internet, or tele-
phone applications.)

3. Ethnicity of Borrower or Applicant

Use the following codes to indicate the eth-
nicity of the applicant or borrower under
column “A” and of any co-applicant or co-
borrower under column “CA.”

Code 1—Hispanic or Latino

Code 2—Not Hispanic or Latino

Code 3—Information not provided by appli-
cant in mail, Internet, or telephone appli-
cation

Code 4—Not applicable

Code 5—No co-applicant

4. Race of Borrower or Applicant

Use the following Codes to indicate the
race of the applicant or borrower under col-
umn “A” and of any co-applicant or co-bor-
rower under column “CA.”

Code 1—American Indian or Alaska Native

Code 2—Asian

Code 3—Black or African American

Code 4—Native Hawaiian or Other Pacific Is-
lander

Code 5—White

Code 6—Information not provided by appli-
cant in mail, Internet, or telephone appli-
cation

Code 7T—Not applicable

Code 8—No co-applicant

a. If an applicant select more than one ra-
cial designation, enter all Codes cor-
responding to the applicant’s selections.

b. Use code 4 (for ethnicity) and code 7 (for
race) for “not applicable” only when the ap-
plicant or co-applicant is not a natural per-
son or when applicant or co-applicant infor-
mation is unavailable because the loan has
been purchased by your institution.

c. If there is more than one co-applicant,
provide the required information only for the
first co-applicant listed on the application
form. If there are no co-applicants or co-bor-
rowers, use Code 5 (for ethnicity) and Code 8
(for race) for “no co-applicant” in the co-ap-
plicant column.

5. Sex of Borrower or Applicant

Use the following Codes to indicate the sex
of the applicant or borrower under column
“A” and of any co-applicant or co-borrower
under column “CA.”
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Code 1—Male

Code 2—Female

Code 3—Information not provided by appli-
cant in mail, Internet, or telephone appli-
cation

Code 4—Not applicable

Code 5—No co-applicant or co-borrower

a. Use code 4 for “not applicable” only when
the applicant or co-applicant is not a natural
person or when applicant or co-applicant in-
formation is unavailable because the loan
has been purchased by your institution.

b. If there is more than one co-applicant,
provide the required information only for the
first co-applicant listed on the application
form. If there are no co-applicants or co-bor-
rowers, use Code 5 for “no co-applicant” in
the co-applicant column.

6. Income

Enter the gross annual income that your
institution relied on in making the credit de-
cision.

a. Round all dollar amounts to the nearest
thousand (round $500 up to the next $1,000),
and show in thousands. For example, report
$35,500 as 36.

b. For loans on multifamily dwellings,
enter “NA.”

c. If no income information is asked for or
relied on in the credit decision, enter “NA.”

d. If the applicant or co-applicant is not a
natural person or the applicant or co-appli-
cant information is unavailable because the
loan has been purchased by your institution,
enter “NA.”

E. Type of Purchaser

Enter the applicable code to indicate
whether a loan that your institution origi-
nated or purchased was then sold to a sec-
ondary market entity within the same cal-
endar year:

Code 0—Loan was not originated or was not
sold in calendar year covered by register

Code 1—Fannie Mae

Code 2—Ginnie Mae

Code 3—Freddie Mac

Code 4—Farmer Mac

Code 5—Private securitization

Code 6—Commercial bank, savings bank or
savings association

Code T—Life insurance company, credit
union, mortgage bank, or finance company

Code 8—Affiliate institution

Code 9—Other type of purchaser

a. Use Code 0 for applications that were de-
nied, withdrawn, or approved but not accept-
ed by the applicant; and for files closed for
incompleteness.

b. Use Code 0 if you originated or pur-
chased a loan and did not sell it during that
same calendar year. If you sell the loan in a
succeeding year, you need not report the
sale.
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c. Use Code 2 if you conditionally assign a
loan to Ginnie Mae in connection with a
mortgage-backed security transaction.

d. Use Code 8 for loans sold to an institu-
tion affiliated with you, such as your sub-
sidiary or a subsidiary of your parent cor-
poration.

F. Reasons for Denial

1. You may report the reason for denial,
and you may indicate up to three reasons,
using the following codes. Leave this column
blank if the “action taken” on the applica-
tion is not a denial. For example, do not
complete this column if the application was
withdrawn or the file was closed for incom-
pleteness.

Code 1—Debt-to-income ratio

Code 2—Employment history

Code 3—Credit history

Code 4—Collateral

Code b5—Insufficient
closing costs)

Code 6—Unverifiable information

Code 7T—Credit application incomplete

Code 8—Mortgage insurance denied

Code 9—Other

2. If your institution uses the model form
for adverse action contained in the Appendix
to Regulation B (Form C-1 in Appendix C,
Sample Notification Form), use the fore-
going codes as follows:

a. Code 1 for: Income insufficient for
amount of credit requested, and Excessive
obligations in relation to income.

b. Code 2 for: Temporary or irregular em-
ployment, and Length of employment.

c. Code 3 for: Insufficient number of credit
references provided; Unacceptable type of
credit references provided; No credit file;
Limited credit experience; Poor credit per-
formance with us; Delinquent past or present
credit obligations with others; Garnishment,
attachment, foreclosure, repossession, col-
lection action, or judgment; and Bank-
ruptcey.

d. Code 4 for: Value or type of collateral
not sufficient.

e. Code 6 for: Unable to verify credit ref-
erences; Unable to verify employment; Un-
able to verify income; and Unable to verify
residence.

f. Code 7 for: Credit application incom-
plete.

g. Code 9 for: Length of residence; Tem-
porary residence; and Other reasons specified
on notice.

cash (downpayment,

G. Pricing-Related Data

1. Rate Spread

a. For a home-purchase loan, a refinancing,
or a dwelling-secured home improvement
loan that you originated, report the spread
between the annual percentage rate (APR)
and the average prime offer rate for a com-
parable transaction if the spread is equal to



Federal Reserve System

or greater than 1.5 percentage points for
first-lien loans or 3.5 percentage points for
subordinate-lien loans. To determine wheth-
er the rate spread meets this threshold, use
the average prime offer rate in effect for the
type of transaction as of the date the inter-
est rate was set, and use the APR for the
loan, as calculated and disclosed to the con-
sumer under §226.6 or 226.18, as applicable, of
Regulation Z (12 CFR part 226). Current and
historic average prime offer rates are set
forth in the tables published on the FFIEC’s
Web site (http:/www.ffiec.gov/hmda) entitled
“Average Prime Offer Rates—Fixed” and
“Average Prime Offer Rates—Adjustable.”
Use the most recently available average
prime offer rate. “Most recently available”
means the average prime offer rate set forth
in the applicable table with the most recent
effective date as of the date the interest rate
was set. Do not use an average prime offer
rate before its effective date.

b. If the loan is not subject to Regulation
Z, or is a home improvement loan that is not
dwelling-secured, or is a loan that you pur-
chased, enter “NA.”

c. Enter “NA” in the case of an application
that does not result in a loan origination.

d. Enter the rate spread to two decimal
places, and use a leading zero. For example,
enter 03.29. If the difference between the
APR and the average prime offer rate is a
figure with more than two decimal places,
round the figure or truncate the digits be-
yond two decimal places.

e. If the difference between the APR and
the average prime offer rate is less than 1.5
percentage points for a first-lien loan and
less than 3.5 percentage points for a subordi-
nate-lien loan, enter “NA.”

2. Date the interest rate was set. The rel-
evant date to use to determine the average
prime offer rate for a comparable trans-
action is the date on which the loan’s inter-
est rate was set by the financial institution
for the final time before closing. If an inter-
est rate is set pursuant to a “lock-in” agree-
ment between the lender and the borrower,
then the date on which the agreement fixes
the interest rate is the date the rate was set.
If a rate is re-set after a lock-in agreement
is executed (for example, because the bor-
rower exercises a float-down option or the
agreement expires), then the relevant date is
the date the rate is re-set for the final time
before closing. If no lock-in agreement is ex-
ecuted, then the relevant date is the date on
which the institution sets the rate for the
final time before closing.

3. HOEPA Status

a. For a loan that you originated or pur-
chased that is subject to the Home Owner-
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ship and Equity Protection Act of 1994
(HOEPA), as implemented in Regulation Z
(12 CFR 226.32), because the APR or the
points and fees on the loan exceed the
HOEPA triggers, enter Code 1.

b. Enter code 2 in all other cases. For ex-
ample, enter code 2 for a loan that you origi-
nated or purchased that is not subject to the
requirements of HOEPA for any reason; also
enter code 2 in the case of an application
that does not result in a loan origination.

H. Lien Status

Use the following codes for loans that you
originate and for applications that do not re-
sult in an origination:

Code 1—Secured by a first lien.

Code 2—Secured by a subordinate lien.
Code 3—Not secured by a lien.

Code 4—Not applicable (purchased loan).

a. Use Codes 1 through 3 for loans that you
originate, as well as for applications that do
not result in an origination (applications
that are approved but not accepted, denied,
withdrawn, or closed for incompleteness).

b. Use Code 4 for loans that you purchase.

II. FEDERAL SUPERVISORY AGENCIES

A. You are strongly encouraged to submit
your loan/application register via Internet e-
mail. If you elect to use this method of
transmission and your institution is regu-
lated by the Office of the Comptroller of the
Currency, the Federal Deposit Insurance
Corporation, the National Credit Union Ad-
ministration, or the Office of Thrift Super-
vision, then you should submit your institu-
tion’s files to the Internet e-mail address
dedicated to that purpose by the Federal Re-
serve Board, which can be found on the Web
site of the FFIEC. If your institution is regu-
lated by one of the foregoing agencies and
you elect to submit your data by regular
mail, then use the following address: HMDA,
Federal Reserve Board, Attention: HMDA
Processing, (insert name of your institu-
tion’s regulatory agency), 20th & Constitu-
tion Ave, NW., MS Nb502, Washington, DC
20551-0001.

B. If your institution is regulated by the
Federal Reserve System, you should use the
Internet e-mail or regular mail address of
your district bank indicated on the Web site
of the FFIEC. If your institution is regulated
by the Department of Housing and Urban De-
velopment, then you should use the Internet
e-mail or regular mail address indicated on
the Web site of the FFIEC.
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Form FR HMDA-LAR

OMB Nos. 1557-0159 (OCC), 3064-0046 (FDIC),
1550-0021 (OTS), 7100-0247 (FRB), and
2502-0529 (HUD); NCUA number pending.

LOAN/APPLICATION REGISTER
TRANSMITTAL SHEET

You must complete this transmittal sheet (please type or print) and attach it to the Loan/Application
Register, required by the Home Mortgage Disclosure Act, that you submit to your supervisory agency.

Agency Total line entries contained in
Reporter's Identification Number Code Reporter's Tax Identification Number attached Loan/Application Register
T B I | - 1 L1

The Loan/Application Register that is attached covers activity during the year. and contains a total of

pages.

Enter the name and address of your institution. The disclosure statement that is produced by the Federal Financial
Institutions Examination Council will be mailed to the address you supply below:

Name of Institution

Address

City, State, ZIP

Enter the name and address of any parent company:

Name of Parent Company

Address

City, State, ZIP

Enter the name, telephone number, facsimile number, and e-mail address of a person who may be contacted about
questions regarding your register:

C ) )

Name Telephone Number Facsimile Number E-Mail Address

An officer of your institution must complete the following section.

| certify to the accuracy of the data contained in this register.

Name of Officer Signature Date
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[67 FR 7236, Feb. 15, 2002, as amended at 67
FR 43223, June 27, 2002; 68 FR 74831, Dec. 29,
2003; 73 FR 63335, Oct. 24, 2008]

APPENDIX B TO PART 203—FORM AND IN-
STRUCTIONS FOR DATA COLLECTION
ON ETHNICITY, RACE, AND SEX

I. INSTRUCTIONS ON COLLECTION OF DATA ON
ETHNICITY, RACE, AND SEX

You may list questions regarding the eth-
nicity, race, and sex of the applicant on your
loan application form, or on a separate form
that refers to the application. (See the sam-
ple form below for model language.)

II. PROCEDURES

A. You must ask the applicant for this in-
formation (but you cannot require the appli-
cant to provide it) whether the application is
taken in person, by mail or telephone, or on
the Internet. For applications taken by tele-
phone, the information in the collection
form must be stated orally by the lender, ex-
cept for that information which pertains
uniquely to applications taken in writing.
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B. Inform the applicant that the federal
government requests this information in
order to monitor compliance with federal
statutes that prohibit lenders from discrimi-
nating against applicants on these bases. In-
form the applicant that if the information is
not provided where the application is taken
in person, you are required to note the data
on the basis of visual observation or sur-
name.

C. You must offer the applicant the option
of selecting one or more racial designations.

D. If the applicant chooses not to provide
the information for an application taken in
person, note this fact on the form and then
note the applicant’s ethnicity, race, and sex
on the basis of visual observation and sur-
name, to the extent possible.

E. If the applicant declines to answer these
questions or fails to provide the information
on an application taken by mail or telephone
or on the Internet, the data need not be pro-
vided. In such a case, indicate that the appli-
cation was received by mail, telephone, or
Internet, if it is not otherwise evident on the
face of the application.
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Federal Reserve System

[67 FR 7236, Feb. 15, 2002, as amended at 67
FR 43227, June 27, 2002]

SUPPLEMENT I TO PART 203—STAFF
COMMENTARY

INTRODUCTION

1. Status. The commentary in this supple-
ment is the vehicle by which the Division of
Consumer and Community Affairs of the
Federal Reserve Board issues formal staff in-
terpretations of Regulation C (12 CFR part
203).

Section 203.1—Authority, Purpose, and Scope

1(c) Scope. 1. General. The comments in this
section address issues affecting coverage of
institutions and exemptions from coverage.

2. The broker rule and the meaning of “broker”
and “investor.” For the purposes of the guid-
ance given in this commentary, an institu-
tion that takes and processes a loan applica-
tion and arranges for another institution to
acquire the loan at or after closing is acting
as a “pbroker,” and an institution that ac-
quires a loan from a broker at or after clos-
ing is acting as an “investor.” (The terms
used in this commentary may have different
meanings in certain parts of the mortgage
lending industry, and other terms may be
used in place of these terms, for example in
the Federal Housing Administration mort-
gage insurance programs.) Depending on the
facts, a broker may or may not make a cred-
it decision on an application (and thus it
may or may not have reporting responsibil-
ities). If the broker makes a credit decision,
it reports that decision; if it does not make
a credit decision, it does not report. If an in-
vestor reviews an application and makes a
credit decision prior to closing, the investor
reports that decision. If the investor does
not review the application prior to closing, it
reports only the loans that it purchases; it
does not report the loans it does not pur-
chase. An institution that makes a credit de-
cision on an application prior to closing re-
ports that decision regardless of whose name
the loan closes in.

3. Illustrations of the broker rule. Assume
that, prior to closing, four investors receive
the same application from a broker; two
deny it, one approves it, and one approves it
and acquires the loan. In these cir-
cumstances, the first two report denials, the
third reports the transaction as approved but
not accepted, and the fourth reports an origi-
nation (whether the loan closes in the name
of the broker or the investor). Alternatively,
assume that the broker denies a loan before
sending it to an investor; in this situation,
the broker reports a denial.

4. Broker’s use of investor’s underwriting cri-
teria. If a broker makes a credit decision
based on underwriting criteria set by an in-
vestor, but without the investor’s review
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prior to closing, the broker has made the
credit decision. The broker reports as an
origination a loan that it approves and
closes, and reports as a denial an application
that it turns down (either because the appli-
cation does not meet the investor’s under-
writing guidelines or for some other reason).
The investor reports as purchases only those
loans it purchases.

5. Insurance and other criteria. If an institu-
tion evaluates an application based on the
criteria or actions of a third party other
than an investor (such as a government or
private insurer or guarantor), the institution
must report the action taken on the applica-
tion (loan originated, approved but not ac-
cepted, or denied, for example).

6. Credit decision of agent is decision of prin-
cipal. If an institution approves loans
through the actions of an agent, the institu-
tion must report the action taken on the ap-
plication (loan originated, approved but not
accepted, or denied, for example). State law
determines whether one party is the agent of
another.

7. Affiliate bank underwriting (250.250 re-
view). If an institution makes an independent
evaluation of the creditworthiness of an ap-
plicant (for example, as part of a preclosing
review by an affiliate bank under 12 CFR
250.250, which interprets section 23A of the
Federal Reserve Act), the institution is mak-
ing a credit decision. If the institution then
acquires the loan, it reports the loan as an
origination whether the loan closes in the
name of the institution or its affiliate. An
institution that does not acquire the loan
but takes some other action reports that ac-
tion.

8. Participation loan. An institution that
originates a loan and then sells partial inter-
ests to other institutions reports the loan as
an origination. An institution that acquires
only a partial interest in such a loan does
not report the transaction even if it has par-
ticipated in the underwriting and origination
of the loan.

9. Assumptions. An assumption occurs when
an institution enters into a written agree-
ment accepting a new borrower as the obli-
gor on an existing obligation. An institution
reports as a home purchase loan an assump-
tion (or an application for an assumption) in
the amount of the outstanding principal. If a
transaction does not involve a written agree-
ment between a new borrower and the insti-
tution, it is not an assumption for HMDA
purposes and is not reported.

Section 203.2—Definitions

2(b) Application. 1. Consistency with Regula-
tion B. Board interpretations that appear in
the official staff commentary to Regulation
B (Equal Credit Opportunity, 12 CFR part
202, Supplement 1) are generally applicable
to the definition of an application under
Regulation C. However, under Regulation C
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the definition of an application does not in-
clude prequalification requests.

2. Prequalification. A prequalification re-
quest is a request by a prospective loan ap-
plicant (other than a request for
preapproval) for a preliminary determina-
tion on whether the prospective applicant
would likely qualify for credit under an in-
stitution’s standards, or for a determination
on the amount of credit for which the pro-
spective applicant would likely qualify.
Some institutions evaluate prequalification
requests through a procedure that is sepa-
rate from the institution’s normal loan ap-
plication process; others use the same proc-
ess. In either case, Regulation C does not re-
quire an institution to report
prequalification requests on the HMDA/LAR,
even though these requests may constitute
applications under Regulation B for purposes
of adverse action notices.

3. Requests for preapproval. To be a covered
preapproval program, the written commit-
ment issued under the program must result
from a full review of the creditworthiness of
the applicant, including such verification of
income, resources and other matters as is
typically done by the institution as part of
its normal credit evaluation program. In ad-
dition to conditions involving the identifica-
tion of a suitable property and verification
that no material change has occurred in the
applicant’s financial condition or -credit-
worthiness, the written commitment may be
subject only to other conditions (unrelated
to the financial condition or creditworthi-
ness of the applicant) that the lender ordi-
narily attaches to a traditional home mort-
gage application approval. These conditions
are limited to conditions such as requiring
an acceptable title insurance binder or a cer-
tificate indicating clear termite inspection,
and, in the case where the applicant plans to
use the proceeds from the sale of the appli-
cant’s present home to purchase a new home,
a settlement statement showing adequate
proceeds from the sale of the present home.

2(c) Branch office. 1. Credit union. For pur-
poses of Regulation C, a “branch” of a credit
union is any office where member accounts
are established or loans are made, whether
or not the office has been approved as a
branch by a federal or state agency. (See 12
U.S.C. 1752.)

2. Depository institution. A branch of a de-
pository institution does not include a loan-
production office, the office of an affiliate, or
the office of a third party such as a loan
broker. (But see Appendix A, paragraph I1.C.6,
which requires certain depository institu-
tions to report property location even for
properties located outside those MSAs or
Metropolitan Divisions in which the institu-
tion has a home or branch office.)

3. Nondepository institution. For a non-
depository institution, “branch office” does
not include the office of an affiliate or other
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third party such as a loan broker. (But note
that certain nondepository institutions must
report property location even in MSAs or
Metropolitan Divisions where they do not
have a physical location.)

2(d) Dwelling. 1. Coverage. The definition of
“dwelling” is not limited to the principal or
other residence of the applicant or borrower,
and thus includes vacation or second homes
and rental properties. A dwelling also in-
cludes a multifamily structure such as an
apartment building.

2. Exclusions. Recreational vehicles such as
boats or campers are not dwellings for pur-
poses of HMDA. Also excluded are transitory
residences such as hotels, hospitals, and col-
lege dormitories—whose occupants have
principal residences elsewhere.

2(e) Financial institution. 1. General. An in-
stitution that met the test for coverage
under HMDA in year 1, and then ceases to
meet the test (for example, because its assets
fall below the threshold on December 31 of
year 2) stops collecting HMDA data begin-
ning with year 3. Similarly, an institution
that did not meet the coverage test for a
given year, and then meets the test in the
succeeding year, begins collecting HMDA
data in the calendar year following the year
in which it meets the test for coverage. For
example, a for-profit mortgage lending insti-
tution (other than a bank, savings associa-
tion, or credit union) that, in year 1, falls
below the thresholds specified in
§203.2(e)(2)(ii)(A) and (B), but meets one of
them in year 2, need not collect data in year
2, but begins collecting data in year 3.

2. Adjustment of exemption threshold for de-
pository institutions. For data collection in
2011, the asset-size exemption threshold is
$40 million. Depository institutions with as-
sets at or below $40 million as of December
31, 2010 are exempt from collecting data for
2011.

3. Coverage after a merger. Several scenarios
of data-collection responsibilities for the cal-
endar year of a merger are described below.
Under all the scenarios, if the merger results
in a covered institution, that institution
must begin data collection January I of the
following calendar year.

i. Two institutions are not covered by Reg-
ulation C because of asset size. The institu-
tions merge. No data collection is required
for the year of the merger (even if the merg-
er results in a covered institution).

ii. A covered institution and an exempt in-
stitution merge. The covered institution is
the surviving institution. For the year of the
merger, data collection is required for the
covered institution’s transactions. Data col-
lection is optional for transactions handled
in offices of the previously exempt institu-
tion.

iii. A covered institution and an exempt in-
stitution merge. The exempt institution is
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the surviving institution, or a new institu-
tion is formed. Data collection is required
for transactions of the covered institution
that take place prior to the merger. Data
collection is optional for transactions taking
place after the merger date.

iv. Two covered institutions merge. Data
collection is required for the entire year. The
surviving or resulting institution files either
a consolidated submission or separate sub-
missions for that year.

4. Originations. HMDA coverage
part on whether an institution
nated home purchase loans. To determine
whether activities with respect to a par-
ticular loan constitute an origination, insti-
tutions should consult, among other parts of
the staff commentary, the discussion of the
broker rule under §§203.1(c) and 203.4(a).

5. Branches of foreign banks—treated as
banks. A federal branch or a state-licensed
insured branch of a foreign bank is a “bank”
under section 3(a)(1) of the Federal Deposit
Insurance Act (12 U.S.C. 1813(a)), and is cov-
ered by HMDA if it meets the tests for a de-
pository institution found in §203.2(e)(1) of
Regulation C.

6. Branches and offices of foreign banks—
treated as for-profit mortgage lending institu-
tions. Federal agencies, state-licensed agen-
cies, state-licensed uninsured branches of
foreign banks, commercial lending compa-
nies owned or controlled by foreign banks,
and entities operating under section 25 or
25A of the Federal Reserve Act, 12 U.S.C. 601
and 611 (Edge Act and agreement corpora-
tions) are not “banks” under the Federal De-
posit Insurance Act. These entities are none-
theless covered by HMDA if they meet the
tests for a for-profit nondepository mortgage
lending institution found in §203.2(e)(2) of
Regulation C.

2(g) Home improvement loan. 1. Classifica-
tion requirement for loans not secured by a
lien on a dwelling. An institution has “clas-
sified” a loan that is not secured by a lien on
a dwelling as a home improvement loan if it
has entered the loan on its books as a home
improvement loan, or has otherwise coded or
identified the loan as a home improvement
loan. For example, an institution that has
booked a loan or reported it on a “call re-
port” as a home improvement loan has clas-
sified it as a home improvement loan. An in-
stitution may also classify loans as home
improvement loans in other ways (for exam-
ple, by color-coding loan files).

2. Improvements to real property. Home im-
provements include improvements both to a
dwelling and to the real property on which
the dwelling is located (for example, instal-
lation of a swimming pool, construction of a
garage, or landscaping).

3. Commercial and other loans. A home im-
provement loan may include a loan origi-
nated outside an institution’s residential
mortgage lending division (such as a loan to

depends in
has origi-
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improve an apartment building made
through the commercial loan department).

4. Mixed-use property. A loan to improve
property used for residential and commercial
purposes (for example, a building containing
apartment units and retail space) is a home
improvement loan if the loan proceeds are
used primarily to improve the residential
portion of the property. If the loan proceeds
are used to improve the entire property (for
example, to replace the heating system), the
loan is a home improvement loan if the prop-
erty itself is primarily residential. An insti-
tution may use any reasonable standard to
determine the primary use of the property,
such as by square footage or by the income
generated. An institution may select the
standard to apply on a case-by-case basis. If
the loan is unsecured, to report the loan as
a home improvement loan the institution
must also have classified it as such.

5. Multiple-category loans. If a loan is a
home improvement loan as well as a refi-
nancing, an institution reports the loan as a
home improvement loan.

2(h) Home purchase loan. 1. Multiple prop-
erties. A home purchase loan includes a loan
secured by one dwelling and used to purchase
another dwelling.

2. Mizxed-use property. A dwelling-secured
loan to purchase property used primarily for
residential purposes (for example, an apart-
ment building containing a convenience
store) is a home purchase loan. An institu-
tion may use any reasonable standard to de-
termine the primary use of the property,
such as by square footage or by the income
generated. An institution may select the
standard to apply on a case-by-case basis.

3. Farm loan. A loan to purchase property
used primarily for agricultural purposes is
not a home purchase loan even if the prop-
erty includes a dwelling. An institution may
use any reasonable standard to determine
the primary use of the property, such as by
reference to the exemption from Regulation
X (Real Estate Settlement Procedures, 24
CFR 3500.5(b)(1)) for a loan on property of 25
acres or more. An institution may select the
standard to apply on a case-by-case basis.

4. Commercial and other loans. A home pur-
chase loan may include a loan originated
outside an institution’s residential mortgage
lending division (such as a loan for the pur-
chase of an apartment building made
through the commercial loan department).

5. Construction and permanent financing. A
home purchase loan includes both a com-
bined construction/permanent loan and the
permanent financing that replaces a con-
struction-only loan. It does not include a
construction-only loan, which is considered
“temporary financing” under Regulation C
and is not reported.

6. Second mortgages that finance the
downpayments on first mortgages. If an institu-
tion making a first mortgage loan to a home
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purchaser also makes a second mortgage
loan to the same purchaser to finance part or
all the home purchaser’s downpayment, the
institution reports each loan separately as a
home purchase loan.

7. Multiple-category loans. If a loan is a
home purchase loan as well as a home im-
provement loan, or a refinancing, an institu-
tion reports the loan as a home purchase
loan.

2(i) Manufactured home. 1. Definition of a
manufactured home. The definition in §203.2(i)
refers to the federal building code for fac-
tory-built housing established by the Depart-
ment of Housing and Urban Development
(HUD). The HUD code requires generally
that housing be essentially ready for occu-
pancy upon leaving the factory and being
transported to a building site. Modular
homes that meet all of the HUD code stand-
ards are included in the definition because
they are ready for occupancy upon leaving
the factory. Other factory-built homes, such
as panelized and pre-cut homes, generally do
not meet the HUD code because they require
a significant amount of construction on site
before they are ready for occupancy. Loans
and applications relating to manufactured
homes that do not meet the HUD code should
not be identified as manufactured housing
under HMDA.

2(j) Metropolitan Statistical Areas and Metro-
politan Divisions. 1. Use of terms “Metropolitan
Statistical Area” and “Metropolitan Division.”
The U.S. Office of Management and Budget
defines Metropolitan Statistical Areas and
Metropolitan Divisions to provide nationally
consistent definitions for collecting, tab-
ulating, and publishing Federal statistics for
a set of geographic areas. OMB divides every
Metropolitan Statistical Area (MSA) with a
population of 2.5 million or more into Metro-
politan Divisions (MDs); MSAs with popu-
lations under 2.5 million population are not
so divided. 67 FR 82228 (December 27, 2000).
For all purposes under Regulation C, if an
MSA is divided by OMB into MDs, the appro-
priate geographic unit to be used is the MD;
if an MSA is not so divided by OMB into
MDs, the appropriate geographic unit to be
used is the MSA.

Section 203.4—Compilation of Loan Data

4(a) Data Format and Itemization. 1. Report-
ing requirements.

i. An institution reports data on loans that
it originated and loans that it purchased
during the calendar year described in the re-
port. An institution reports these data even
if the loans were subsequently sold by the in-
stitution.

ii. An institution reports the data for loan
applications that did not result in origina-
tions—for example, applications that the in-
stitution denied or that the applicant with-
drew during the calendar year covered by the
report.
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iii. In the case of brokered loan applica-
tions or applications forwarded through a
correspondent, the institution reports as
originations the loans that it approved and
subsequently acquired per a pre-closing ar-
rangement (whether or not they closed in
the institution’s name). Additionally, the in-
stitution reports the data for all applications
that did not result in originations—for ex-
ample, applications that the institution de-
nied or that the applicant withdrew during
the calendar year covered by the report
(whether or not they would have closed in
the institution’s name). For all of these
loans and applications, the institution re-
ports the required data regarding the bor-
rower’s or applicant’s ethnicity, race, sex,
and income.

iv. Loan originations are to be reported
only once. If the institution is the loan
broker or correspondent, it does not report
as originations the loans that it forwarded to
another lender for approval prior to closing,
and that were approved and subsequently ac-
quired by that lender (whether or not they
closed in the institution’s name).

v. An institution reports applications that
were received in the previous calendar year
but were acted upon during the calendar
year covered by the current register.

vi. A financial institution submits all re-
quired data to its supervisory agency in one
package, with the prescribed transmittal
sheet. An officer of the institution certifies
to the accuracy of the data.

vii. The transmittal sheet states the total
number of line entries contained in the ac-
companying data transmission.

2. Updating—agency requirements. Certain
state or federal regulations, such as the Fed-
eral Deposit Insurance Corporation’s regula-
tions, may require an institution to update
its data more frequently than is required
under Regulation C.

3. Form of quarterly updating. An institu-
tion may maintain the quarterly updates of
the HMDA/LAR in electronic or any other
format, provided the institution can make
the information available to its regulatory
agency in a timely manner upon request.

4. Transition rules for applications received
before January 1, 2004, when final action is
taken on or after January 1, 2004. For applica-
tions received before January 1, 2004, on
which final action is taken on or after Janu-
ary 1, 2004, data must be collected and re-
ported on the HMDA/LAR under the revi-
sions to Regulation C that take effect on
January 1, 2004, subject to the exceptions for
property type, loan purpose, requests for
preapproval, applicant information, and rate
spread set forth in this comment.

i. Property type. Lenders need not deter-
mine whether an application received before
January 1, 2004, involves a manufactured
home, and may report the property type as 1-
to 4-family.



Federal Reserve System

ii. Loan purpose. For applications received
before January 1, 2004, lenders may use the
definitions of a home improvement loan and
a refinancing that were in effect in 2003. For
example, a lender need not report data on an
application received before January 1, 2004,
for a dwelling-secured loan made for the pur-
pose of home improvement, if the lender did
not classify the loan as a home improvement
loan. Similarly, a lender may report data on
an application for a refinancing received in
2003, where the new obligation will be, but
the existing obligation was not, secured by a
lien on a dwelling.

iii. Requests for preapproval. For requests
received before January 1, 2004, lenders need
not report requests for preapproval (as that
term is defined in §203.2(b)(2) of the revised
Regulation C) that do not result in a tradi-
tional loan application. Lenders may, at
their option, report requests for preapproval
that are denied or that are approved but not
accepted. In addition, lenders need not speci-
fy whether an application for a home pur-
chase loan involved a request for
preapproval, and should use code 3 (Not Ap-
plicable) in the preapproval field on the
HMDA/LAR.

iv. Applicant information. For applications
received before January 1, 2004, lenders must
collect data on race or national origin using
the categories in effect in 2003, and must
convert the data to the codes in effect in 2004
for reporting, using the following conversion
guide:

(A) Ethnicity. The revised Regulation C re-
quires lenders to request an applicant’s eth-
nicity first (Hispanic or Latino, Not Hispanic
or Latino), and then to request the appli-
cant’s race. The HMDA/LAR has been revised
accordingly, so that ethnicity and race are
distinct fields.

(1) If the applicant’s race was identified as
Hispanic (code 4) in 2003, use code 1 (Hispanic
or Latino) for reporting ethnicity.

(2) If the applicant’s race was identified as
American Indian or Alaskan Native, Asian or
Pacific Islander, Black, White, Other, or Not
Applicable (codes 1, 2, 3, 5, 6, or 8) in 2003, use
code 4 (Not Applicable) for reporting eth-
nicity.

(3) If the applicant did not provide infor-
mation on race in a mail, Internet, or tele-
phone application (code 7) in 2003, use code 3
(information not provided by applicant in
mail, Internet, or telephone application) for
reporting ethnicity.

(B) Race.

(1) If the applicant’s race was identified as
American Indian or Alaskan Native, Black,
or White in 2003, use the corresponding code
for 2004. For example, if the applicant’s race
was identified as Black (code 3) in 2003, use
code 3 (Black or African-American) for re-
porting race in 2004.
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(2) If the applicant’s race was identified as
Asian or Pacific Islander in 2003, use code 2
(Asian).

(3) If the applicant’s race was identified as
Hispanic in 2003, use code 7 (Not Applicable).

(4) If the applicant’s race was identified as
Other in 2003, use code 7 (Not Applicable).

(5) If the applicant did not provide infor-
mation on race in a mail, Internet, or tele-
phone application (code 7) in 2003, use code 6
(Information not provided by applicant in
mail, Internet, or telephone application).

(6) If the applicant’s race was identified as
Not Applicable (code 8) in 2003, use code 7
(Not Applicable).

(C) Sex. For applications received before
January 1, 2004, in which there is no co-appli-
cant, the lender may use code 4 (Not Applica-
ble) in the field provided for the co-appli-
cant’s sex.

v. Rate Spread. For applications received
before January 1, 2004, in which the rate lock
occurred before January 1, 2004, lenders may
report NA (Not Applicable) for rate spread.
For applications received before January 1,
2004, for which the rate lock occurred after
January 1, 2004, lenders must calculate and
report the rate spread in accordance with the
rules set forth in new section 202.4(a)(12) (see
67 FR 7222 (Feb. 15, 2002); 67 FR 43223 (June
27, 2002)).

(A) Example: Assume an application is re-
ceived on December 1, 2003; the rate lock oc-
curs on December 26, 2003, and the loan is
originated on January 15, 2004. The lender
may report NA (Not Applicable) for rate
spread.

(B) Example: Assume an application is re-
ceived on December 15, 2003; the rate lock oc-
curs on January 3, 2004, and the loan is origi-
nated on January 15, 2004. The lender must
calculate and report the rate spread in ac-
cordance with the rules in new section
202.4(a)(12) (see 67 FR 7222 (Feb. 15, 2002); 67
FR 43223 (June 27, 2002)).

4(a)(1) Application number and application
date. 1. Application date—consistency. In re-
porting the date of application, an institu-
tion reports the date the application was re-
ceived or the date shown on the application.
Although an institution need not choose the
same approach for its entire HMDA submis-
sion, it should be generally consistent (such
as by routinely using one approach within a
particular division of the institution or for a
category of loans).

2. Application date—application forwarded by
a broker. For an application forwarded by a
broker, an institution reports the date the
application was received by the broker, the
date the application was received by the in-
stitution, or the date shown on the applica-
tion. Although an institution need not
choose the same approach for its entire
HMDA submission, it should be generally
consistent (such as by routinely using one
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approach within a particular division of the
institution or for a category of loans).

3. Application date—reinstated application.
If, within the same calendar year, an appli-
cant asks an institution to reinstate a
counteroffer that the applicant previously
did not accept (or asks the institution to re-
consider an application that was denied,
withdrawn, or closed for incompleteness),
the institution may treat that request as the
continuation of the earlier transaction or as
a new transaction. If the institution treats
the request for reinstatement or reconsider-
ation as a new transaction, it reports the
date of the request as the application date.

4. Application or loan number. An institu-
tion must ensure that each identifying num-
ber is unique within the institution. If an in-
stitution’s register contains data for branch
offices, for example, the institution could
use a letter or a numerical code to identify
the 1loans or applications of different
branches, or could assign a certain series of
numbers to particular branches to avoid du-
plicate numbers. Institutions are strongly
encouraged not to use the applicant’s or bor-
rower’s name or social security number, for
privacy reasons.

5. Application—year action taken. An insti-
tution must report an application in the cal-
endar year in which the institution takes
final action on the application.

Paragraph 4(a)(3) Purpose.

1. Purpose—statement of applicant. An insti-
tution may rely on the oral or written state-
ment of an applicant regarding the proposed
use of loan proceeds. For example, a lender
could use a check-box, or a purpose line, on
a loan application to determine whether or
not the applicant intends to use loan pro-
ceeds for home improvement purposes.

2. Purpose—multiple-purpose loan. If a loan
is a home purchase loan as well as a home
improvement loan, or a refinancing, an insti-
tution reports the loan as a home purchase
loan. If a loan is a home improvement loan
as well as a refinancing, an institution re-
ports the loan as a home improvement loan.

Paragraph 4(a)(6) Occupancy.

1. Occupancy—multiple properties. If a loan
relates to multiple properties, the institu-
tion reports the owner occupancy status of
the property for which property location is
being reported. (See the comments to para-
graph 4(a)(9), Property location.)

Paragraph 4(a)(7) Loan amount.

1. Loan amount—counteroffer. If an appli-
cant accepts a counteroffer for an amount
different from the amount initially re-
quested, the institution reports the loan
amount granted. If an applicant does not ac-
cept a counteroffer or fails to respond, the
institution reports the loan amount initially
requested.

2. Loan amount—multiple-purpose loan. Ex-
cept in the case of a home-equity line of
credit, an institution reports the entire
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amount of the loan, even if only a part of the
proceeds is intended for home purchase or
home improvement.

3. Loan amount—home-equity line. An insti-
tution that has chosen to report home-eq-
uity lines of credit reports only the part that
is intended for home-improvement or home-
purchase purposes.

4. Loan amount—assumption. An institution
that enters into a written agreement accept-
ing a new party as the obligor on a loan re-
ports the amount of the outstanding prin-
cipal on the assumption as the loan amount.

Paragraph 4(a)(8) Type of action taken and
date.

1. Action taken—counteroffers. If an institu-
tion makes a counteroffer to lend on terms
different from the applicant’s initial request
(for example, for a shorter loan maturity or
in a different amount) and the applicant does
not accept the counteroffer or fails to re-
spond, the institution reports the action
taken as a denial on the original terms re-
quested by the applicant.

2. Action taken—rescinded transactions. If a
borrower rescinds a transaction after clos-
ing, the institution may report the trans-
action either as an origination or as an ap-
plication that was approved but not accept-
ed.

3. Action taken—purchased loans. An insti-
tution reports the loans that it purchased
during the calendar year, and does not report
the loans that it declined to purchase.

4. Action taken—conditional approvals. If an
institution issues a loan approval subject to
the applicant’s meeting underwriting condi-
tions (other than customary loan commit-
ment or loan-closing conditions, such as a
clear-title requirement or an acceptable
property survey) and the applicant does not
meet them, the institution reports the ac-
tion taken as a denial.

5. Action taken date—approved but not ac-
cepted. For a loan approved by an institution
but not accepted by the applicant, the insti-
tution reports any reasonable date, such as
the approval date, the deadline for accepting
the offer, or the date the file was closed. Al-
though an institution need not choose the
same approach for its entire HMDA submis-
sion, it should be generally consistent (such
as by routinely using one approach within a
particular division of the institution or for a
category of loans).

6. Action taken date—originations. For loan
originations, an institution generally reports
the settlement or closing date. For loan
originations that an institution acquires
through a broker, the institution reports ei-
ther the settlement or closing date, or the
date the institution acquired the loan from
the broker. If the disbursement of funds
takes place on a date later than the settle-
ment or closing date, the institution may
use the date of disbursement. For a construc-
tion/permanent loan, the institution reports
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either the settlement or closing date, or the
date the loan converts to the permanent fi-
nancing. Although an institution need not
choose the same approach for its entire
HMDA submission, it should be generally
consistent (such as by routinely using one
approach within a particular division of the
institution or for a category of loans). Not-
withstanding this flexibility regarding the
use of the closing date in connection with re-
porting the date action was taken, the year
in which an origination goes to closing is the
year in which the institution must report
the origination.

7. Action taken—pending applications. An in-
stitution does not report any loan applica-
tion still pending at the end of the calendar
year; it reports that application on its reg-
ister for the year in which final action is
taken.

Paragraph 4(a)(9) Property location.

1. Property location—multiple properties
(home improvement/refinance of home improve-
ment). For a home improvement loan, an in-
stitution reports the property being im-
proved. If more than one property is being
improved, the institution reports the loca-
tion of one of the properties or reports the
loan using multiple entries on its HMDA/
LAR (with unique identifiers) and allocating
the loan amount among the properties.

2. Property location—multiple properties
(home purchase/refinance of home purchase).
For a home purchase loan, an institution re-
ports the property taken as security. If an
institution takes more than one property as
security, the institution reports the location
of the property being purchased if there is
just one. If the loan is to purchase multiple
properties and is secured by multiple prop-
erties, the institution reports the location of
one of the properties or reports the loan
using multiple entries on its HMDA/LAR
(with unique identifiers) and allocating the
loan amount among the properties.

3. Property location—loans purchased from
another institution. The requirement to report
the property location by census tract in an
MSA or Metropolitan Division where the in-
stitution has a home or branch office applies
not only to loan applications and origina-
tions but also to loans purchased from an-
other institution. This includes loans pur-
chased from an institution that did not have
a home or branch office in that MSA or Met-
ropolitan Division and did not collect the
property-location information.

4. Property location—mobile or manufactured
home. If information about the potential site
of a mobile or manufactured home is not
available, an institution reports using the
code for “not applicable.”

Paragraph 4(a)(10) Applicant and
data.

1. Applicant data—completion by applicant.
An institution reports the monitoring infor-
mation as provided by the applicant. For ex-

income
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ample, if an applicant checks the “Asian” box
the institution reports using the “Asian”
code.

2. Applicant data—completion by lender. If an
applicant fails to provide the requested in-
formation for an application taken in person,
the institution reports the data on the basis
of visual observation or surname.

3. Applicant data—application completed in
person. When an applicant meets in person
with a lender to complete an application
that was begun by mail, Internet, or tele-
phone, the institution must request the mon-
itoring information. If the meeting occurs
after the application process is complete, for
example, at closing, the institution is not re-
quired to obtain monitoring information.

4. Applicant data—joint applicant. A joint
applicant may enter the government moni-
toring information on behalf of an absent
joint applicant. If the information is not pro-
vided, the institution reports using the code
for “information not provided by applicant in
mail, Internet, or telephone application.”

5. Applicant data—video and other electronic-
application processes. An institution that ac-
cepts applications through electronic media
with a video component treats the applica-
tions as taken in person and collects the in-
formation about the ethnicity, race, and sex
of applicants. An institution that accepts ap-
plications through electronic media without
a video component (for example, the Internet
or facsimile) treats the applications as ac-
cepted by mail.

6. Income data—income relied on. An institu-
tion reports the gross annual income relied
on in evaluating the creditworthiness of ap-
plicants. For example, if an institution relies
on an applicant’s salary to compute a debt-
to-income ratio but also relies on the appli-
cant’s annual bonus to evaluate credit-
worthiness, the institution reports the sal-
ary and the bonus to the extent relied upon.
Similarly, if an institution relies on the in-
come of a cosigner to evaluate creditworthi-
ness, the institution includes this income to
the extent relied upon. But an institution
does not include the income of a guarantor
who is only secondarily liable.

7. Income data—co-applicant. If two persons
jointly apply for a loan and both list income
on the application, but the institution relies
only on the income of one applicant in com-
puting ratios and in evaluating creditworthi-
ness, the institution reports only the income
relied on.

8. Income data—Iloan to employee. An institu-
tion may report “NA” in the income field for
loans to its employees to protect their pri-
vacy, even though the institution relied on
their income in making its credit decisions.

Paragraph 4(a)(11) Purchaser.

1. Type of purchaser—loan-participation in-
terests sold to more than one entity. An institu-
tion that originates a loan, and then sells it
to more than one entity, reports the “type of
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purchaser” based on the entity purchasing
the greatest interest, if any. If an institution
retains a majority interest, it does not re-
port the sale.

2. Type of purchaser—swapped loans. Loans
“swapped” for mortgage-backed securities are
to be treated as sales; the purchaser is the
type of entity receiving the loans that are
swapped.

Paragraph 4(a)(12) Rate spread information.

Paragraph 4(a)(12)(ii).

1. Average prime offer rate. Average prime
offer rates are annual percentage rates de-
rived from average interest rates, points, and
other loan pricing terms offered to borrowers
by a representative sample of lenders for
mortgage loans that have low-risk pricing
characteristics. Other pricing terms include
commonly used indices, margins, and initial
fixed-rate periods for variable-rate trans-
actions. Relevant pricing characteristics in-
clude a consumer’s credit history and trans-
action characteristics such as the loan-to-
value ratio, owner-occupant status, and pur-
pose of the transaction. To obtain average
prime offer rates, the Board uses a survey of
lenders that both meets the criteria of
§203.4(a)(12)(ii) and provides pricing terms
for at least two types of variable-rate trans-
actions and at least two types of non-vari-
able-rate transactions. An example of such a
survey is the Freddie Mac Primary Mortgage
Market Survey®.

2. Comparable transaction. The rate spread
reporting requirement applies to a report-
able loan with an annual percentage rate
that exceeds by the specified margin (or
more) the average prime offer rate for a com-
parable transaction as of the date the inter-
est rate is set. The tables of average prime
offer rates published by the Board (see com-
ment 4(a)(12)(ii)-3) indicate how to identify
the comparable transaction.

3. Board tables. The Board publishes on the
FFIEC’s Web site (hitp:/www.ffiec.gov/hmda),
in table form, average prime offer rates for a
wide variety of transaction types. The Board
calculates an annual percentage rate, con-
sistent with Regulation Z (see 12 CFR 226.22
and part 226, appendix J), for each trans-
action type for which pricing terms are
available from the survey described in com-
ment 4(a)(12)(ii)-1. The Board estimates an-
nual percentage rates for other types of
transactions for which direct survey data are
not available based on the loan pricing terms
available in the survey and other informa-
tion. The Board publishes on the FFIEC’s
Web site the methodology it uses to arrive at
these estimates.

Paragraph 4(a)(14) Lien status.

1. Determining lien status for applications
and loans originated. i. Lenders are required
to report lien status for loans they originate
and applications that do not result in origi-
nations. Lien status is determined by ref-
erence to the best information readily avail-
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able to the lender at the time final action is
taken and to the lender’s own procedures.
Thus, lenders may rely on the title search
they routinely perform as part of their un-
derwriting procedures—for example, for
home purchase loans. Regulation C does not
require lenders to perform title searches
solely to comply with HMDA reporting re-
quirements. Lenders may rely on other infor-
mation that is readily available to them at
the time final action is taken and that they
reasonably believe is accurate, such as the
applicant’s statement on the application or
the applicant’s credit report. For example,
where the applicant indicates on the applica-
tion that there is a mortgage on the property
or where the applicant’s credit report shows
that the applicant has a mortgage—and that
mortgage is not going to be paid off as part
of the transaction—the lender may assume
that the loan it originates is secured by a
subordinate lien. If the same application did
not result in an origination—for example, be-
cause the application is denied or with-
drawn—the lender would report the applica-
tion as an application for a subordinate-lien
loan.

ii. Lenders may also consider their estab-
lished procedures when determining lien sta-
tus for applications that do not result in
originations. For example, a consumer ap-
plies to a lender to refinance a $100,000 first
mortgage; the consumer also has a home eq-
uity line of credit for $20,000. If the lender’s
practice in such a case is to ensure that it
will have first-lien position—through a sub-
ordination agreement with the holder of the
mortgage on the home equity line—then the
lender should report the application as an
application for a first-lien loan.

Paragraph 4(c)(3) Optional data—home-eq-
uity lines of credit.

1. An institution that opts to report home-
equity lines reports the disposition of all ap-
plications, not just originations.

Paragraph 4(d) Excluded data.

1. Mergers, purchases in bulk, and branch ac-
quisitions. If a covered institution acquires
loans in bulk from another institution (for
example, from the receiver for a failed insti-
tution) but no merger or acquisition of the
institution, or acquisition of a branch, is in-
volved, the institution reports the loans as
purchased loans.

Section 203.5(a)—Disclosure and Reporting

Paragraph 5(a) Reporting to agency.

1. Submission of data. Institutions submit
data to their supervisory agencies in an
automated, machine-readable form. The for-
mat must conform to that of the HMDA/
LAR. An institution should contact its fed-
eral supervisory agency for information re-
garding procedures and technical specifica-
tions for automated data submission; in
some cases, agencies also make software
available for automated data submission.
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The data are edited before submission, using
the edits included in the agency-supplied
software or equivalent edits in software
available from vendors or developed in-
house.

2. Submission in paper form. Institutions
that report twenty-five or fewer entries on
their HMDA/LAR may collect and report the
data in paper form. An institution that sub-
mits its register in nonautomated form sends
two copies that are typed or computer print-
ed and must use the format of the HMDA/
LAR (but need not use the form itself). Each
page must be numbered along with the total
number of pages (for example, “Page 1 of 3”).

3. Procedures for entering data. The required
data are entered in the register for each loan
origination, each application acted on, and
each loan purchased during the calendar
year. The institution should decide on the
procedure it wants to follow—for example,
whether to begin entering the required data,
when an application is received, or to wait
until final action is taken (such as when a
loan goes to closing or an application is de-
nied).

4. Options for collection. An institution may
collect data on separate registers at different
branches, or on separate registers for dif-
ferent loan types (such as for home purchase
or home improvement loans, or for loans on
multifamily dwellings). Entries need not be
grouped on the register by MSA or Metro-
politan Division, or chronologically, or by
census tract numbers, or in any other par-
ticular order.

5. Change in supervisory agency. If the su-
pervisory agency for a covered institution
changes (as a consequence of a merger or a
change in the institution’s charter, for ex-
ample), the institution must report data to
its new supervisory agency beginning with
the year of the change.

6. Subsidiaries. An institution is a sub-
sidiary of a bank or savings association (for
purposes of reporting HMDA data to the par-
ent’s supervisory agency) if the bank or sav-
ings association holds or controls an owner-
ship interest that is greater than 50 percent
of the institution.

7. Transmittal sheet—additional data submis-
sions. If an additional data submission be-
comes necessary (for example, because the
institution discovers that data were omitted
from the initial submission, or because revi-
sions are called for, that submission must be
accompanied by a transmittal sheet.

8. Transmittal sheet—revisions or deletions. If
a data submission involves revisions or dele-
tions of previously submitted data, it must
state the total of all line entries contained
in that submission, including both those rep-
resenting revisions or deletions of previously
submitted entries, and those that are being
resubmitted unchanged or are being sub-
mitted for the first time. Depository institu-
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tions must provide a list of the MSAs or
Metropolitan Divisions in which they have
home or branch offices.

Paragraph 5(b) Public disclosure of statement.

1. Business day. For purposes of §203.5, a
business day is any calendar day other than
a Saturday, Sunday, or legal public holiday.

2. Format. An institution may make the
disclosure statement available in paper form
or, if the person requesting the data agrees,
in automated form (such as by PC diskette
or CD Rom).

Paragraph 5(c) Public disclosure of modified
loan/application register.

1. Format. An institution may make the
modified register available in paper or auto-
mated form (such as by PC diskette or com-
puter tape). Although institutions are not
required to make the modified register avail-
able in census tract order, they are strongly
encouraged to do so in order to enhance its
utility to users.

Paragraph 5(e) Notice of availability.

1. Poster—suggested text. An institution
may use any text that meets the require-
ments of the regulation. Some of the federal
financial regulatory agencies and HUD pro-
vide HMDA posters that an institution can
use to inform the public of the availability of
its HMDA data, or the institution may cre-
ate its own posters. If an institution prints
its own, the following language is suggested
but is not required:

HOME MORTGAGE DISCLOSURE ACT NOTICE

The HMDA data about our residential mort-
gage lending are available for review. The data
show geographic distribution of loans and appli-
cations; ethnicity, race, sex, and income of ap-
plicants and borrowers; and information about
loan approvals and denials. Inquire at this of-
fice regarding the locations where HMDA data
may be inspected.

2. Additional language for institutions making
the disclosure statement available on request.
An institution that posts a notice informing
the public of the address to which a request
should be sent could include the following
sentence, for example, in its general notice:
“To receive a copy of these data send a writ-
ten request to [address].”

Section 203.6—Enforcement

Paragraph 6(b) Bona fide errors.

1. Bona fide error—information from third
parties. An institution that obtains the prop-
erty-location information for applications
and loans from third parties (such as ap-
praisers or vendors of “geocoding” services) is
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responsible for ensuring that the informa-
tion reported on its HMDA/LAR is correct.

[Reg. C, 67 FR 7236, Feb. 15, 2002, as amended
at 67 FR 43227, June 27, 2002; 68 FR 31592, May
28, 2003; 68 FR 74833, Dec. 29, 2003; 69 FR 77139,
Dec. 27, 2004; 70 FR 75719, Dec. 21, 2005; 71 FR
77247, Dec. 26, 2006; 72 FR 72235, Dec. 20, 2007;
73 FR 78616, Dec. 23, 2008; 73 FR 63336, Oct. 24,
2008; 74 FR 68499, Dec. 28, 2009; 75 FR 80675,
Dec. 23, 2010]
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AUTHORITY: 12 U.S.C. 248(a), 248(c), 3Tla,
461, 601, 611, and 3105.

§204.1 Authority, purpose and scope.

(a) Authority. This part is issued
under the authority of section 19 (12
U.S.C. 461 et seq.) and other provisions
of the Federal Reserve Act and of sec-
tion 7 of the International Banking Act
of 1978 (12 U.S.C. 3105).

(b) Purpose. This part relates to re-
serves that depository institutions are
required to maintain for the purpose of
facilitating the implementation of
monetary policy by the Federal Re-
serve System.

(c) Scope. (1) The following depository
institutions are required to maintain
reserves in accordance with this part:

(i) Any insured bank as defined in
section 3 of the Federal Deposit Insur-
ance Act (12 U.S.C. 1813(h)) or any bank
that is eligible to apply to become an
insured bank under section 5 of such
Act (12 U.S.C. 1815);

(ii) Any savings bank or mutual sav-
ings bank as defined in section 3 of the
Federal Deposit Insurance Act (12
U.S.C. 1813(f), (g));

(iii) Any insured credit union as de-
fined in section 101 of the Federal Cred-
it Union Act (12 U.S.C. 1752(7)) or any
credit union that is eligible to apply to
become an insured credit union under
section 201 of such Act (12 U.S.C. 1781);

(iv) Any member as defined in sec-
tion 2 of the Federal Home Loan Bank
Act (12 U.S.C. 1422(4)); and

(v) Any insured institution as defined
in section 401 of the National Housing
Act (12 U.S.C. 1724(a)) or any institu-
tion which is eligible to apply to be-
come an insured institution under sec-
tion 403 of such Act (12 U.S.C. 1726).

(2) Except as may be otherwise pro-
vided by the Board, a foreign bank’s
branch or agency located in the United
States is required to comply with the
provisions of this part in the same
manner and to the same extent as if
the branch or agency were a member
bank, if its parent foreign bank (i) has
total worldwide consolidated bank as-
sets in excess of $1 billion; or (ii) is
controlled by a foreign company or by
a group of foreign companies that own



Federal Reserve System

or control foreign banks that in the ag-
gregate have total worldwide consoli-
dated bank assets in excess of $1 bil-
lion. In addition, any other foreign
bank’s branch located in the United
States that is eligible to apply to be-
come an insured bank under section 5
of the Federal Deposit Insurance Act
(12 U.S.C. 1815) is required to maintain
reserves in accordance with this part
as a nonmember depository institution.

(3) Except as may be otherwise pro-
vided by the Board, an Edge Corpora-
tion (12 U.S.C. 611 et seq.) or an Agree-
ment Corporation (12 U.S.C. 601 et seq.)
is required to comply with the provi-
sions of this part in the same manner
and to the same extent as a member
bank.

(4) This part does not apply to any fi-
nancial institution that (i) is organized
solely to do business with other finan-
cial institutions; (ii) is owned pri-
marily by the financial institutions
with which it does business; and (iii)
does not do business with the general
public.

(5) The provisions of this part do not
apply to any deposit that is payable
only at an office located outside the
United States.

[45 FR 56018, Aug. 22, 1980]

§204.2 Definitions.

For purposes of this part, the fol-
lowing definitions apply unless other-
wise specified:

(a)(1) Deposit means:

(i) The unpaid balance of money or
its equivalent received or held by a de-
pository institution in the usual course
of business and for which it has given
or is obligated to give credit, either
conditionally or unconditionally, to an
account, including interest credited, or
which is evidenced by an instrument on
which the depository institution is pri-
marily liable;

(ii) Money received or held by a de-
pository institution, or the credit
given for money or its equivalent re-
ceived or held by the depository insti-
tution in the usual course of business
for a special or specific purpose, re-
gardless of the legal relationships es-
tablished thereby, including escrow
funds, funds held as security for securi-
ties loaned by the depository institu-
tion, funds deposited as advance pay-

95

§204.2

ment on subscriptions to United States
government securities, and funds held
to meet its acceptances;

(iii) An outstanding teller’s check, or
an outstanding draft, certified check,
cashier’s check, money order, or offi-
cer’s check drawn on the depository in-
stitution, issued in the usual course of
business for any purpose, including
payment for services, dividends or pur-
chases;

(iv) Any due bill or other liability or
undertaking on the part of a depository
institution to sell or deliver securities
to, or purchase securities for the ac-
count of, any customer (including an-
other depository institution), involving
either the receipt of funds by the de-
pository institution, regardless of the
use of the proceeds, or a debit to an ac-
count of the customer before the secu-
rities are delivered. A deposit arises
thereafter, if after three business days
from the date of issuance of the obliga-
tion, the depository institution does
not deliver the securities purchased or
does not fully collateralize its obliga-
tion with securities similar to the se-
curities purchased. A security is simi-
lar if it is of the same type and if it is
of comparable maturity to that pur-
chased by the customer;

(v) Any liability of a depository insti-
tution’s affiliate that is not a deposi-
tory institution, on any promissory
note, acknowledgment of advance, due
bill, or similar obligation (written or
oral), with a maturity of less than one
and one-half years, to the extent that
the proceeds are used to supply or to
maintain the availability of funds
(other than capital) to the depository
institution, except any such obligation
that, had it been issued directly by the
depository institution, would not con-
stitute a deposit. If an obligation of an
affiliate of a depository institution is
regarded as a deposit and is used to
purchase assets from the depository in-
stitution, the maturity of the deposit
is determined by the shorter of the ma-
turity of the obligation issued or the
remaining maturity of the assets pur-
chased. If the proceeds from an affili-
ate’s obligation are placed in the de-
pository institution in the form of a
reservable deposit, no reserves need be
maintained against the obligation of
the affiliate since reserves are required
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to be maintained against the deposit
issued by the depository institution.
However, the maturity of the deposit
issued to the affiliate shall be the
shorter of the maturity of the affili-
ate’s obligation or the maturity of the
deposit;

(vi) Credit balances;

(vii) Any liability of a depository in-
stitution on any promissory note, ac-
knowledgment of advance, bankers’ ac-
ceptance, or similar obligation (writ-
ten or oral), including mortgage-
backed bonds, that is issued or under-
taken by a depository institution as a
means of obtaining funds, except any
such obligation that:

(A) Is issued or undertaken and held
for the account of:

(I) An office located in the United
States of another depository institu-
tion, foreign bank, Edge or Agreement
Corporation, or New York Investment
(Article XII) Company;

(2) The United States government or
an agency thereof; or

(3) The Export-Import Bank of the
United States, Minbanc Capital Cor-
poration, the Government Develop-
ment Bank for Puerto Rico, a Federal
Reserve Bank, a Federal Home Loan
Bank, or the National Credit Union Ad-
ministration Central Liquidity Facil-
ity;

(B) Arises from a transfer of direct
obligations of, or obligations that are
fully guaranteed as to principal and in-
terest by, the United States Govern-
ment or any agency thereof that the
depository institution is obligated to
repurchase;

(C) Is not insured by a Federal agen-
cy, is subordinated to the claims of de-
positors, has a weighted average matu-
rity of five years or more, and is issued
by a depository institution with the
approval of, or under the rules and reg-
ulations of, its primary Federal super-
visor;

(D) Arises from a borrowing by a de-
pository institution from a dealer in
securities, for one business day, of pro-
ceeds of a transfer of deposit credit in
a Federal Reserve Bank or other imme-
diately available funds (commonly re-
ferred to as Federal funds), received by
such dealer on the date of the loan in
connection with clearance of securities
transactions; or
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(BE) Arises from the creation, dis-
count and subsequent sale by a deposi-
tory institution of its bankers’ accept-
ance of the type described in paragraph
7 of section 13 of the Federal Reserve
Act (12 U.S.C. 372).

(viii) Any liability of a depository in-
stitution that arises from the creation
after June 20, 1983, of a bankers’ ac-
ceptance that is not of the type de-
scribed in paragraph 7 of section 13 of
the Federal Reserve Act (12 U.S.C. 372)
except any such liability held for the
account of an entity specified in
§204.2(a)(1)(vii)(A); or

(2) Deposit does not include:

(i) Trust funds received or held by
the depository institution that it keeps
properly segregated as trust funds and
apart from its general assets or which
it deposits in another institution to
the credit of itself as trustee or other
fiduciary. If trust funds are deposited
with the commercial department of the
depository institution or otherwise
mingled with its general assets, a de-
posit liability of the institution is cre-
ated;

(ii) An obligation that represents a
conditional, contingent or endorser’s
liability;

(iii) Obligations, the proceeds of
which are not used by the depository
institution for purposes of making
loans, investments, or maintaining liqg-
uid assets such as cash or “due from”
depository institutions or other similar
purposes. An obligation issued for the
purpose of raising funds to purchase
business premises, equipment, supplies,
or similar assets is not a deposit;

(iv) Accounts payable;

(v) Hypothecated deposits created by
payments on an installment loan where
(A) the amounts received are not used
immediately to reduce the unpaid bal-
ance due on the loan until the sum of
the payments equals the entire amount
of loan principal and interest; (B) and
where such amounts are irrevocably as-
signed to the depository institution
and cannot be reached by the borrower
or creditors of the borrower;

(vi) Dealer reserve and differential
accounts that arise from the financing
of dealer installment accounts receiv-
able, and which provide that the dealer
may not have access to the funds in the
account until the installment loans are
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repaid, as long as the depository insti-
tution is not actually (as distinguished
from contingently) obligated to make
credit or funds available to the dealer;

(vii) A dividend declared by a deposi-
tory institution for the period inter-
vening between the date of the declara-
tion of the dividend and the date on
which it is paid;

(viii) An obligation representing a
pass through account, as defined in this
section;

(ix) An obligation arising from the
retention by the depository institution
of no more than a 10 per cent interest
in a pool of conventional 1-4 family
mortgages that are sold to third par-
ties;

(x) An obligation issued to a State or
municipal housing authority under a
loan-to-lender program involving the
issuance of tax exempt bonds and the
subsequent lending of the proceeds to
the depository institution for housing
finance purposes;

(xi) Shares of a credit union held by
the National Credit Union Administra-
tion or the National Credit Union Ad-
ministration Central Liquidity Facil-
ity under a statutorily authorized as-
sistance program; and

(xii) Any liability of a United States
branch or agency of a foreign bank to
another United States branch or agen-
cy of the same foreign bank, or the li-
ability of the United States office of an
Edge Corporation to another United
States office of the same Edge Corpora-
tion.

(b)(1) Demand deposit means a deposit
that is payable on demand, or a deposit
issued with an original maturity or re-
quired notice period of less than seven
days, or a deposit representing funds
for which the depository institution
does not reserve the right to require at
least seven days’ written notice of an
intended withdrawal. Demand deposits
may be in the form of:

(i) Checking accounts;

(ii) Certified, cashier’s, teller’s, and
officer’s checks (including such checks
issued in payment of dividends);

(iii) Traveler’s checks and money or-
ders that are primary obligations of
the issuing institution;

(iv) Checks or drafts drawn by, or on
behalf of, a non-United States office of
a depository institution on an account
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maintained at any of the institution’s
United States offices;

(v) Letters of credit sold for cash or
its equivalent;

(vi) Withheld taxes, withheld insur-
ance and other withheld funds;

(vii) Time deposits that have ma-
tured or time deposits upon which the
contractually required notice of with-
drawal as given and the notice period
has expired and which have not been
renewed (either by action of the deposi-
tor or automatically under the terms
of the deposit agreement); and

(viii) An obligation to pay, on de-
mand or within six days, a check (or
other instrument, device, or arrange-
ment for the transfer of funds) drawn
on the depository institution, where
the account of the institution’s cus-
tomer already has been debited.

(2) The term demand deposit also
means deposits or accounts on which
the depository institution has reserved
the right to require at least seven days’
written notice prior to withdrawal or
transfer of any funds in the account
and from which the depositor is au-
thorized to make withdrawals or trans-
fers in excess of the withdrawal or
transfer limitations specified in para-
graph (d)(2) of this section for such an
account and the account is not a NOW
account, or an ATS account or other
account that meets the criteria speci-
fied in either paragraph (b)(3)(ii) or (iii)
of this section.

(3) Demand deposit does not include:

(i) Any account that is a time deposit
or a savings deposit under this part;

(ii) Any deposit or account on which
the depository institution has reserved
the right to require at least seven days’
written notice prior to withdrawal or
transfer of any funds in the account
and either—

(A) Is subject to check, draft, nego-
tiable order of withdrawal, share draft,
or similar item, such as an account au-
thorized by 12 U.S.C. 1832(a) (NOW ac-
count) and a savings deposit described
in §204.2(d)(2), provided that the deposi-
tor is eligible to hold a NOW account;
or

(B) From which the depositor is au-
thorized to make transfers by
preauthorized transfer or telephonic
(including data transmission) agree-
ment, order or instruction to another
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account or to a third party, provided
that the depositor is eligible to hold a
NOW account;

(iii) Any deposit or account on which
the depository institution has reserved
the right to require at least seven days’
written notice prior to withdrawal or
transfer of any funds in the account
and from which withdrawals may be
made automatically through payment
to the depository institution itself or
through transfer of credit to a demand
deposit or other account in order to
cover checks or drafts drawn upon the
institution or to maintain a specified
balance in, or to make periodic trans-
fers to such other account, such as ac-
counts authorized by 12 U.S.C. 37la
(automatic transfer account or ATS ac-
count), provided that the depositor is
eligible to hold an ATS account; or

(iv) IBF time deposits meeting the
requirements of §204.8(a)(2).

(¢)(1) Time deposit means:

(i) A deposit that the depositor does
not have a right and is not permitted
to make withdrawals from within six
days after the date of deposit unless
the deposit is subject to an early with-
drawal penalty of at least seven days’
simple interest on amounts withdrawn
within the first six days after deposit.?

1A time deposit, or a portion thereof, may
be paid during the period when an early
withdrawal penalty would otherwise be re-
quired under this part without imposing an
early withdrawal penalty specified by this
part:

(a) Where the time deposit is maintained
in an individual retirement account estab-
lished in accordance with 26 U.S.C. 408 and is
paid within seven days after establishment
of the individual retirement account pursu-
ant to 26 CFR 1.408-6(d)(4), where it is main-
tained in a Keogh (H.R. 10) plan, or where it
is maintained in a 401(k) plan under 26 U.S.C.
401(k); Provided that the depositor forfeits an
amount at least equal to the simple interest
earned on the amount withdrawn;

(b) Where the depository institution pays
all or a portion of a time deposit rep-
resenting funds contributed to an individual
retirement account or a Keogh (H.R.10) plan
established pursuant to 26 U.S.C. 408 or 26
U.S.C. 401 or to a 401(k) plan established pur-
suant to 26 U.S.C. 401(k) when the individual
for whose benefit the account is maintained
attains age 59% or is disabled (as defined in
26 U.S.C. 72(m)(7)) or thereafter;

(c) Where the depository institution pays
that portion of a time deposit on which fed-
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A time deposit from which partial
early withdrawals are permitted must
impose additional early withdrawal
penalties of at least seven days’ simple
interest on amounts withdrawn within
six days after each partial withdrawal.
If such additional early withdrawal
penalties are not imposed, the account
ceases to be a time deposit. The ac-
count may become a savings deposit if
it meets the requirements for a saving
deposit; otherwise it becomes a trans-
action account. Time deposit includes
funds—

(A) Payable on a specified date not
less than seven days after the date of
deposit;

(B) Payable at the expiration of a
specified time not less than seven days
after the date of deposit;

(C) Payable only upon written notice
that is actually required to be given by
the depositor not less than seven days
prior to withdrawal;

(D) Held in club accounts (such as
Christmas club accounts and wvacation
club accounts that are not maintained
as savings deposits) that are deposited
under written contracts providing that
no withdrawal shall be made until a
certain number of periodic deposits
have been made during a period of not
less than three months even though
some of the deposits may be made
within six days from the end of the pe-
riod; or

(E) Share certificates and certificates
of indebtedness issued by credit unions,
and certificate accounts and notice ac-
counts issued by savings and loan asso-
ciations;

(ii) A savings deposit;

(iii) An IBF time deposit meeting the
requirements of §204.8(a)(2); and

eral deposit insurance has been lost as a re-

sult of the merger of two or more federally
insured banks in which the depositor pre-
viously maintained separate time deposits,
for a period of one year from the date of the
merger;

(d) Upon the death of any owner of the
time deposit funds;

(e) When any owner of the time deposit is
determined to be legally incompetent by a
court or other administrative body of com-
petent jurisdiction; or

(f) Where a time deposit is withdrawn with-
in ten days after a specified maturity date
even though the deposit contract provided
for automatic renewal at the maturity date.
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(iv) Borrowings, regardless of matu-
rity, represented by a promissory note,
an acknowledgment of advance, or
similar obligation described in
§204.2(a)(1)(vii) that is issued to, or any
bankers’ acceptance (other than the
type described in 12 U.S.C. 372) of the
depository institution held by—

(A) Any office located outside the
United States of another depository in-
stitution or Edge or agreement cor-
poration organized under the laws of
the United States;

(B) Any office located outside the
United States of a foreign bank;

(C) A foreign national government, or
an agency or instrumentality thereof,?2
engaged principally in activities which
are ordinarily performed in the United
States by governmental entities;

(D) An international entity of which
the United States is a member; or

(E) Any other foreign, international,
or supranational entity specifically
designated by the Board.3

(2) A time deposit may be represented
by a transferable or nontransferable, or
a negotiable or nonnegotiable, certifi-
cate, instrument, passbook, or state-
ment, or by book entry or otherwise.

(d)(1) Savings deposit means a deposit
or account with respect to which the
depositor is not required by the deposit
contract but may at any time be re-
quired by the depository institution to
give written notice of an intended
withdrawal not less than seven days
before withdrawal is made, and that is
not payable on a specified date or at
the expiration of a specified time after
the date of deposit. The term savings
deposit includes a regular share account
at a credit union and a regular account
at a savings and loan association.

(2) The term “savings deposit” also
means: A deposit or account, such as
an account commonly known as a pass-
book savings account, a statement sav-
ings account, or as a money market de-
posit account (MMDA), that otherwise
meets the requirements of §204.2(d)(1)
and from which, under the terms of the
deposit contract or by practice of the

20ther than states, provinces, municipali-
ties, or other regional or local governmental
units or agencies or instrumentalities there-
of.

3The designated entities are specified in 12
CFR 204.125.
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depository institution, the depositor is
permitted or authorized to make no
more than six transfers and with-
drawals, or a combination of such
transfers and withdrawals, per calendar
month or statement cycle (or similar
period) of at least four weeks, to an-
other account (including a transaction
account) of the depositor at the same
institution or to a third party by
means of a preauthorized or automatic
transfer, or telephonic (including data
transmission) agreement, order or in-
struction, or by check, draft, debit
card, or similar order made by the de-
positor and payable to third parties. A
preauthorized transfer includes any ar-
rangement by the depository institu-
tion to pay a third party from the ac-
count of a depositor upon written or
oral instruction (including an order re-
ceived through an automated clearing
house (ACH)) or any arrangement by a
depository institution to pay a third
party from the account of the depositor
at a predetermined time or on a fixed
schedule. Such an account is not a
transaction account by virtue of an ar-
rangement that permits transfers for
the purpose of repaying loans and asso-
ciated expenses at the same depository
institution (as originator or servicer)
or that permits transfers of funds from
this account to another account of the
same depositor at the same institution
or permits withdrawals (payments di-
rectly to the depositor) from the ac-
count when such transfers or with-
drawals are made by mail, messenger,
automated teller machine, or in person
or when such withdrawals are made by
telephone (via check mailed to the de-
positor) regardless of the number of
such transfers or withdrawals.4

4In order to ensure that no more than the

permitted number of withdrawals or trans-
fers are made, for an account to come within
the definition of “savings deposit,” a deposi-
tory institution must either:

(a) Prevent withdrawals or transfers of
funds from this account that are in excess of
the limits established by paragraph (d)(2) of
this section, or

(b) Adopt procedures to monitor those
transfers on an ex post basis and contact
customers who exceed the established limits
on more than occasional basis. For cus-
tomers who continue to violate those limits

Continued
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(3) A deposit may continue to be clas-
sified as a savings deposit even if the
depository institution exercises its
right to require notice of withdrawal.

(4) Savings deposit does not include
funds deposited to the credit of the de-
pository institution’s own trust depart-
ment where the funds involved are uti-
lized to cover checks or drafts. Such
funds are transaction accounts.

(e) Transaction account means a de-
posit or account from which the deposi-
tor or account holder is permitted to
make transfers or withdrawals by ne-
gotiable or transferable instrument,
payment order of withdrawal, tele-
phone transfer, or other similar device
for the purpose of making payments or
transfers to third persons or others or
from which the depositor may make
third party payments at an automated
teller machine (ATM) or a remote serv-
ice unit, or other electronic device, in-
cluding by debit card, but the term
does not include savings deposits or ac-
counts described in paragraph (d)(2) of
this section even though such accounts
permit third party transfers. Trans-
action account includes:

(1) Demand deposits;

(2) Deposits or accounts on which the
depository institution has reserved the
right to require at least seven days’
written notice prior to withdrawal or
transfer of any funds in the account
and that are subject to check, draft,
negotiable order of withdrawal, share
draft, or other similar item, except ac-
counts described in paragraph (d)(2) of
this section (savings deposits), but in-
cluding accounts authorized by 12
U.S.C. 1832(a) (NOW accounts).

(3) Deposits or accounts on which the
depository institution has reserved the

after they have been contacted by the depos-
itory institution, the depository institution
must either close the account and place the
funds in another account that the depositor
is eligible to maintain or take away the
transfer and draft capacities of the account.
An account that authorizes withdrawals or
transfers in excess of the permitted number
is a transaction account regardless of wheth-
er the authorized number of transactions is
actually made. For accounts described in
paragraph (d)(2) of this section, the institu-
tion at its option may use, on a consistent
basis, either the date on the check, draft, or
similar item, or the date the item is paid in
applying the limits imposed by that section.
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right to require at least seven days’
written notice prior to withdrawal or
transfer of any funds in the account
and from which withdrawals may be
made automatically through payment
to the depository institution itself or
through transfer or credit to a demand
deposit or other account in order to
cover checks or drafts drawn upon the
institution or to maintain a specified
balance in, or to make periodic trans-
fers to such accounts, except accounts
described in paragraph (d)(2) of this
section, but including accounts author-
ized by 12 U.S.C. 371a (automatic trans-
fer accounts or ATS accounts).

(4) Deposits or accounts on which the
depository institution has reserved the
right to require at least seven days’
written notice prior to withdrawal or
transfer of any funds in the account
and under the terms of which, or by
practice of the depository institution,
the depositor is permitted or author-
ized to make more than six with-
drawals per month or statement cycle
(or similar period) of at least four
weeks for the purposes of transferring
funds to another account of the deposi-
tor at the same institution (including
transaction account) or for making pay-
ment to a third party by means of a
preauthorized transfer, or telephonic
(including data transmission) agree-
ment, order or instruction, except ac-
counts described in paragraph (d)(2) of
this section. An account that author-
izes more than six such withdrawals in
a calendar month, or statement cycle
(or similar period) of at least four
weeks, is a transaction account whether
or not more than six such transfers are
made during such period. A
preauthoriced transfer includes any ar-
rangement by the depository institu-
tion to pay a third party from the ac-
count of a depositor upon written or
oral instruction (including an order re-
ceived through an automated clearing
house (ACH)), or any arrangement by a
depository institution to pay a third
party from the account of the depositor
at a predetermined time or on a fixed
schedule. Such an account is not a
transaction account by virtue of an ar-
rangement that permits transfers for
the purpose of repaying loans and asso-
ciated expenses at the same depository
institution (as originator or servicer)
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or that permits transfers of funds from
this account to another account of the
same depositor at the same institution
or permits withdrawals (payments di-
rectly to the depositor) from the ac-
count when such transfers or with-
drawals are made by mail, messenger,
automated teller machine or in person
or when such withdrawals are made by
telephone (via check mailed to the de-
positor) regardless of the number of
such transfers or withdrawals.

(5) Deposits or accounts maintained
in connection with an arrangement
that permits the depositor to obtain
credit directly or indirectly through
the drawing of a negotiable or non-
negotiable check, draft, order or in-
struction or other similar device (in-
cluding telephone or electronic order
or instruction) on the issuing institu-
tion that can be used for the purpose of
making payments or transfers to third
persons or others or to a deposit ac-
count of the depositor.

(6) All deposits other than time and
savings accounts, including those ac-
counts that are time and savings de-
posits in form but that the Board has
determined, by rule or order, to be
transaction accounts.

()(1) Nonpersonal time deposit means:

(i) A time deposit, including an
MMDA or any other savings deposit,
representing funds in which any bene-
ficial interest is held by a depositor
which is not a natural person;

(ii) A time deposit, including an
MMDA or any other savings deposit,
that represents funds deposited to the
credit of a depositor that is not a nat-
ural person, other than a deposit to the
credit of a trustee or other fiduciary if
the entire beneficial interest in the de-
posit is held by one or more natural
persons;

(iii) A transferable time deposit. A
time deposit is transferable unless it
contains a specific statement on the
certificate, instrument, passbook,
statement or other form representing
the account that it is not transferable.
A time deposit that contains a specific
statement that it is not transferable is
not regarded as transferable even if the
following transactions can be effected:
a pledge as collateral for a loan, a
transaction that occurs due to cir-
cumstances arising from death, incom-
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petency, marriage, divorce, attach-
ment, or otherwise by operation of law
or a transfer on the books or records of
the institution; and

(iv) A time deposit represented by a
promissory note, an acknowledgment
of advance, or similar obligation de-
scribed in paragraph (a)(1)(vii) of this
section that is issued to, or any bank-
ers’ acceptance (other than the type
described in 12 U.S.C. 372) of the deposi-
tory institution held by:

(A) Any office located outside the
United States of another depository in-
stitution or Edge or agreement cor-
poration organized under the laws of
the United States;

(B) Any office located outside the
United States of a foreign bank;

(C) A foreign national government, or
an agency or instrumentality thereof,5
engaged principally in activities which
are ordinarily performed in the United
States by governmental entities;

(D) An international entity of which
the United States is a member; or

(E) Any other foreign, international,
or supranational entity specifically
designated by the Board.®

(2) Nonpersonal time deposit does not
include nontransferable time deposits
to the credit of or in which the entire
beneficial interest is held by an indi-
vidual pursuant to an individual retire-
ment account or Keogh (H.R. 10) plan
under 26 U.S.C. 408, 401, or non-trans-
ferable time deposits held by an em-
ployer as part of an unfunded deferred-
compensation plan established pursu-
ant to subtitle D of the Revenue Act of
1978 (Pub. L. 95-600, 92 Stat. 2763), or a
401(k) plan under 26 U.S.C. 401(k).

(g) Natural person means an indi-
vidual or a sole proprietorship. The
term does not mean a corporation
owned by an individual, a partnership
or other association.

(h) Eurocurrency liabilities means:

(1) For a depository institution or an
Edge or Agreement Corporation orga-
nized under the laws of the United
States, the sum, if positive, of the fol-
lowing:

50ther than states, provinces, municipali-

ties, or other regional or local governmental
units or agencies or instrumentalities there-
of.

6The designated entities are specified in 12
CFR 217.126.
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(i) Net balances due to its non-United
States offices and its international
banking facilities (IBFs) from its
United States offices;

(ii)(A) For a depository institution
organized under the laws of the United
States, assets (including participa-
tions) acquired from its United States
offices and held by its non-United
States offices, by its IBF, or by non-
United States offices of an affiliated
Edge or Agreement Corporation;” or

(B) For an Edge or Agreement Cor-
poration, assets (including participa-
tions) acquired from its United States
offices and held by its non-United
States offices, by its IBF, by non-
United States offices of its U.S. or for-
eign parent institution, or by non-
United States offices of an affiliated
Edge or Agreement Corporation; and

(iii) Credit outstanding from its non-
United States offices to United States
residents (other than assets acquired
and net balances due from its United
States offices), except credit extended
(A) from its non-United States offices
in the aggregate amount of $100,000 or
less to any United States resident, (B)
by a non-United States office that at
no time during the computation period
had credit outstanding to TUnited
States residents exceeding $1 million,
(C) to an international banking facil-
ity, or (D) to an institution that will be
maintaining reserves on such credit
pursuant to this part. Credit extended
from non-United States offices or from
IBFs to a foreign branch, office, sub-
sidiary, affiliate of other foreign estab-
lishment (foreign affiliate) controlled by
one or more domestic corporations is
not regarded as credit extended to a
United States resident if the proceeds
will be used to finance the operations
outside the United States of the bor-
rower or of other foreign affiliates of
the controlling domestic corpora-
tion(s).

(2) For a United States branch or
agency of a foreign bank, the sum, if
positive, of the following:

(i) Net balances due to its foreign
bank (including offices thereof located

7This paragraph does not apply to assets
that were acquired by an IBF from its estab-
lishing entity before the end of the second
reserve computation period after its estab-
lishment.
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outside the TUnited States) and its
international banking facility after de-
ducting an amount equal to 8 per cent
of the following: the United States
branch’s or agency’s total assets less
the sum of (A) cash items in process of
collection; (B) unposted debits; (C) de-
mand balances due from depository in-
stitutions organized under the laws of
the United States and from other for-
eign banks; (D) balances due from for-
eign central banks; and (E) positive net
balances due from its IBF, its foreign
bank, and the foreign bank’s United
States and non-United States offices;
and

(ii) Assets (including participations)
acquired from the TUnited States
branch or agency (other than assets re-
quired to be sold by Federal or State
supervisory authorities) and held by its
foreign bank (including offices thereof
located outside the United States), by
its parent holding company, by non-
United States offices or an IBF of an
affiliated Edge or Agreement Corpora-
tion, or by its IBFs.8

(i)(1) Cash item in process of collection
means:

(i) Checks in the process of collec-
tion, drawn on a bank or other deposi-
tory institution that are payable im-
mediately upon presentation in the
United States, including checks for-
warded to a Federal Reserve Bank in
process of collection and checks on
hand that will be presented for pay-
ment or forwarded for collection on the
following business day;

(ii) Government checks drawn on the
Treasury of the United States that are
in the process of collection; and

(iii) Such other items in the process
of collection, that are payable imme-
diately upon presentation in the
United States and that are customarily
cleared or collected by depository in-
stitutions as cash items, including:

(A) Drafts payable through another
depository institution;

(B) Matured bonds and coupons (in-
cluding bonds and coupons that have
been called and are payable on presen-
tation);

(C) Food coupons and certificates;

(D) Postal and other money orders,
and traveler’s checks;

8 See footnote 7.
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(E) Amounts credited to deposit ac-
counts in connection with automated
payment arrangements where such
credits are made one business day prior
to the scheduled payment date to in-
sure that funds are available on the
payment date;

(F) Commodity or bill of lading
drafts payable immediately upon pres-
entation in the United States;

(G) Returned items and unposted deb-
its; and

(H) Broker security drafts.

(2) Cash item in process of collection
does not include items handled as
noncash collections and credit card
sales slips and drafts.

(j) Net transaction accounts means the
total amount of a depository institu-
tion’s transaction accounts less the de-
ductions allowed under the provisions
of §204.3.

(k)(1) Vault cash means United States
currency and coin owned and booked as
an asset by a depository institution
that may, at any time, be used to sat-
isfy claims of that depository institu-
tion’s depositors and that meets the re-
quirements of paragraph (k)(2)(i) or
(k)(2)(ii) of this section.

(2) Vault cash must be either:

(i) Held at a physical location of the
depository institution (including the
depository institution’s proprietary
ATMs) from which the institution’s de-
positors may make cash withdrawals;
or

(ii) Held at an alternate physical lo-
cation if—

(A) The depository institution claim-
ing the currency and coin as vault cash
at all times retains full rights of own-
ership in and to the currency and coin
held at the alternate physical location;

(B) The depository institution claim-
ing the currency and coin as vault cash
at all times books the currency and
coin held at the alternate physical lo-
cation as an asset of the depository in-
stitution;

(C) No other depository institution
claims the currency and coin held at
the alternate physical location as vault
cash in satisfaction of that other de-
pository institution’s reserve require-
ments;

(D) The currency and coin held at the
alternate physical location is reason-
ably nearby a location of the deposi-
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tory institution claiming the currency
and coin as vault cash at which its de-
positors may make cash withdrawals
(an alternate physical location is con-
sidered “reasonably nearby” if the de-
pository institution that claims the
currency and coin as vault cash can re-
call the currency and coin from the al-
ternate physical location by 10 a.m.
and, relying solely on ground transpor-
tation, receive the currency and coin
not later than 4 p.m. on the same cal-
endar day at a location of the deposi-
tory institution at which its depositors
may make cash withdrawals); and

(E) The depository institution claim-
ing the currency and coin as vault cash
has in place a written cash delivery
plan and written contractual arrange-
ments necessary to implement that
plan that demonstrate that the cur-
rency and coin can be recalled and re-
ceived in accordance with the require-
ments of paragraph (k)(2)(ii)(D) of this
section at any time. The depository in-
stitution shall provide copies of the
written cash delivery plan and written
contractual arrangements to the Fed-
eral Reserve Bank that holds its ac-
count or to the Board upon request.

B) “Vault cash” includes United
States currency and coin in transit to
a Federal Reserve Bank or a cor-
respondent depository institution for
which the reporting depository institu-
tion has not yet received credit, and
United States currency and coin in
transit from a Federal Reserve Bank or
a correspondent depository institution
when the reporting depository institu-
tion’s account at the Federal Reserve
or correspondent bank has been
charged for such shipment.

(4) Silver and gold coin and other
currency and coin whose numismatic
or bullion value is substantially in ex-
cess of face value is not vault cash for
purposes of this part.

(1) Pass-through account means a bal-
ance maintained by a depository insti-
tution with a correspondent institution
under §204.5(d).

(m)(1) Depository institution means:

(i) Any insured bank as defined in
section 3 of the Federal Deposit Insur-
ance Act (12 U.S.C. 1813(h)) or any bank
that is eligible to apply to become an
insured bank under section 5 of such
Act (12 U.S.C. 1815);
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(ii) Any savings bank or mutual sav-
ings bank as defined in section 3 of the
Federal Deposit Insurance Act (12
U.S.C. 1813(f), (2));

(iii) Any insured credit union as de-
fined in section 101 of the Federal Cred-
it Union Act (12 U.S.C. 1752(7)) or any
credit union that is eligible to apply to
become an insured credit union under
section 201 of such Act (12 U.S.C. 1781);

(iv) Any member as defined in sec-
tion 2 of the Federal Home Loan Bank
Act (12 U.S.C. 1422(4)); and

(v) Any insured institution as defined
in section 401 of the National Housing
Act (12 U.S.C. 1724(a)) or any institu-
tion which is eligible to apply to be-
come an insured institution under sec-
tion 403 of such Act (12 U.S.C. 1726).

(2) Depository institution does not in-
clude international organizations such
as the World Bank, the Inter-American
Development Bank, and the Asian De-
velopment Bank.

(n) Member bank means a depository
institution that is a member of the
Federal Reserve System.

(o) Foreign bank means any bank or
other similar institution organized
under the laws of any country other
than the United States or organized
under the laws of Puerto Rico, Guam,
American Samoa, the Virgin Islands,
or other territory or possession of the
United States.

(p) [Reserved]

(q) Affiliate includes any corporation,
association, or other organization:

(1) Of which a depository institution,
directly or indirectly, owns or controls
either a majority of the voting shares
or more than 50 percent of the numbers
of shares voted for the election of its
directors, trustees, or other persons ex-
ercising similar functions at the pre-
ceding election, or controls in any
manner the election of a majority of
its directors, trustees, or other persons
exercising similar functions;

(2) Of which control is held, directly
or indirectly, through stock ownership
or in any other manner, by the share-
holders of a depository institution who
own or control either a majority of the
shares of such depository institution or
more than 50 percent of the number of
shares voted for the election of direc-
tors of such depository institution at
the preceding election, or by trustees
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for the benefit of the shareholders of
any such depository institution;

(3) Of which a majority of its direc-
tors, trustees, or other persons exer-
cising similar functions are directors
of any one depository institution; or

(4) Which owns or controls, directly
or indirectly, either a majority of the
shares of capital stock of a depository
institution or more than 50 percent of
the number of shares voted for the
election of directors, trustees or other
persons exercising similar functions of
a depository institution at the pre-
ceding election, or controls in any
manner the election of a majority of
the directors, trustees, or other per-
sons exercising similar functions of a
depository institution, or for the ben-
efit of whose shareholders or members
all or substantially all the capital
stock of a depository institution is
held by trustees.

(r) United States means the States of
the United States and the District of
Columbia.

(s) United States resident means (1)
any individual residing (at the time of
the transaction) in the United States;
(2) any corporation, partnership, asso-
ciation or other entity organized in the
United States (domestic corporation);
and (3) any branch or office located in
the United States of any entity that is
not organized in the United States.

(t) Any deposit that is payable only at
an office located outside the United States
means (1) a deposit of a United States
resident® that is in a denomination of
$100,000 or more, and as to which the
depositor is entitled, under the agree-
ment with the institution, to demand
payment only outside the TUnited
States or (2) a deposit of a person who
is not a United States resident® as to
which the depositor is entitled, under
the agreement with the institution, to
demand payment only outside the
United States.

9A deposit of a foreign branch, office, sub-

sidiary, affiliate or other foreign establish-
ment (foreign affiliate) controlled by one or
more domestic corporations is not regarded
as a deposit of a United States resident if the
funds serve a purpose in connection with its
foreign or international business or that of
other foreign affiliates of the controlling do-
mestic corporation(s).
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(u) Teller’s check means a check
drawn by a depository institution on
another depository institution, a Fed-
eral Reserve Bank, or a Federal Home
Loan Bank, or payable at or through a
depository institution, a Federal Re-
serve Bank, or a Federal Home Loan
Bank, and which the drawing deposi-
tory institution engages or is obliged
to pay upon dishonor.

(v) Clearing balance means the aver-
age balance held in an account at a
Federal Reserve Bank by an institution
over a reserve maintenance period to
satisfy its contractual clearing balance
with a Reserve Bank.

(w) Clearing balance allowance means
the greater of $25,000 or two percent of
an institution’s contractual clearing
balance.

(x) Contractual clearing balance means
an amount that an institution agrees
or is required to maintain in its ac-
count at a Federal Reserve Bank in ad-
dition to any reserve balance require-
ment. An institution that has a reserve
balance requirement of zero may still
have a contractual clearing balance.

(y) Eligible institution means—

(1) Any depository institution as de-
scribed in §204.1(c) of this part;

(2) Any trust company;

(3) Any corporation organized under
section 25A of the Federal Reserve Act
(12 U.S.C. 611 et seq.) or having an
agreement with the Board under sec-
tion 25 of the Federal Reserve Act (12
U.S.C. 601 et seq.); and

(4) Any branch or agency of a foreign
bank (as defined in section 1(b) of the
International Banking Act of 1978, 12
U.S.C. 3101(b)).

(z) Ezxcess balance means the average
balance held in an account at a Federal
Reserve Bank by or on behalf of an in-
stitution over a reserve maintenance
period that exceeds the sum of the re-
quired reserve balance and any clearing
balance.

(aa) Excess balance account means an
account at a Reserve Bank pursuant to
§204.10(d) of this part that is estab-
lished by one or more eligible institu-
tions through an agent and in which
only excess balances of the partici-
pating eligible institutions may at any
time be maintained. An excess balance
account is not a “pass-through account”
for purposes of this part.

§204.3

(bb) Required reserve balance means
the average balance held in an account
at a Federal Reserve Bank by or on be-
half of an institution over a reserve
maintenance period to satisfy the re-
serve requirements of this part.

(ce) Targeted federal funds rate means
the federal funds rate established from
time to time by the Federal Open Mar-
ket Committee.

(dd) Term deposit means those funds
of an eligible institution that are
maintained by that institution for a
specified maturity at a Federal Re-
serve Bank pursuant to section
204.10(e) of this part.

[Reg. D, 45 FR 56018, Aug. 22, 1980]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §204.2, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.

§204.3 Reporting and location.

(a) Every depository institution, U.S.
branch or agency of a foreign bank, and
Edge or Agreement corporation shall
file a report of deposits (or any other
form or statement that may be re-
quired by the Board or by a Federal Re-
serve Bank) with the Federal Reserve
Bank in the Federal Reserve District in
which it is located, regardless of the
manner in which it chooses to main-
tain required reserve balances.

(b) A foreign bank’s U.S. branches
and agencies and an Edge or Agree-
ment corporation’s offices operating
within the same State and the same
Federal Reserve District shall prepare
and file a report of deposits on an ag-
gregated basis.

(c) For purposes of this part, the obli-
gations of a majority-owned (50 percent
or more) U.S. subsidiary (except an
Edge or Agreement corporation) of a
depository institution shall be re-
garded as obligations of the parent de-
pository institution.

(d) A depository institution, a foreign
bank, or an Edge or Agreement cor-
poration shall, if possible, assign the
low reserve tranche and reserve re-
quirement exemption prescribed in
§204.4(f) to only one office or to a group
of offices filing a single aggregated re-
port of deposits. The amount of the re-
serve requirement exemption allocated
to an office or group of offices may not
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exceed the amount of the low reserve
tranche allocated to such office or of-
fices. If the low reserve tranche or re-
serve requirement exemption cannot be
fully utilized by a single office or by a
group of offices filing a single report of
deposits, the unused portion of the
tranche or exemption may be assigned
to other offices or groups of offices of
the same institution until the amount
of the tranche (or net transaction ac-
counts) or exemption (or reservable li-
abilities) is exhausted. The tranche or
exemption may be reallocated each
year concurrent with implementation
of the indexed tranche and exemption,
or, if necessary during the course of
the year to avoid underutilization of
the tranche or exemption, at the begin-
ning of a reserve computation period.

(e) Computation of transaction ac-
counts. Overdrafts in demand deposit or
other transaction accounts are not to
be treated as negative demand deposits
or negative transaction accounts and
shall not be netted since overdrafts are
properly reflected on an institution’s
books as assets. However, where a cus-
tomer maintains multiple transaction
accounts with a depository institution,
overdrafts in one account pursuant to a
bona fide cash management arrange-
ment are permitted to be netted
against balances in other related trans-
action accounts for reserve require-
ment purposes.

(f) The Board and the Federal Re-
serve Banks will not hold a pass-
through correspondent responsible for
guaranteeing the accuracy of the re-
ports of deposits submitted by its re-
spondents.

(g2)(1) For purposes of this section, a
depository institution, a U.S. branch or
agency of a foreign bank, or an Edge or
Agreement corporation is located in
the Federal Reserve District that con-
tains the location specified in the in-
stitution’s charter, organizing certifi-
cate, license, or articles of incorpora-
tion, or as specified by the institution’s
primary regulator, or if no such loca-
tion is specified, the location of its
head office, unless otherwise deter-
mined by the Board under paragraph
(2)(2) of this section.

(2) If the location specified in para-
graph (g)(1) of this section, in the
Board’s judgment, is ambiguous, would

12 CFR Ch. Il (1-1-11 Edition)

impede the ability of the Board or the
Federal Reserve Banks to perform
their functions under the Federal Re-
serve Act, or would impede the ability
of the institution to operate effi-
ciently, the Board will determine the
Federal Reserve District in which the
institution is located, after consulta-
tion with the institution and the rel-
evant Federal Reserve Banks. The rel-
evant Federal Reserve Banks are the
Federal Reserve Bank whose District
contains the location specified in para-
graph (g)(1) of this section and the Fed-
eral Reserve Bank in whose District
the institution is proposed to be lo-
cated. In making this determination,
the Board will consider any applicable
laws, the business needs of the institu-
tion, the location of the institution’s
head office, the locations where the in-
stitution performs its business, and the
locations that would allow the institu-
tion, the Board, and the Federal Re-
serve Banks to perform their functions
efficiently and effectively.

[45 FR 56018, Aug. 22, 1980]

EDITORIAL NOTE: For FEDERAL REGISTER ci-
tations affecting §204.3, see the List of CFR
Sections Affected, which appears in the
Finding Aids section of the printed volume
and at www.fdsys.gov.

§204.4 Computation of required re-
serves.

(a) In determining the reserve re-
quirement under this part, the amount
of cash items in process of collection
and balances subject to immediate
withdrawal due from other depository
institutions located in the TUnited
States (including such amounts due
from United States branches and agen-
cies of foreign banks and Edge and
Agreement corporations) may be de-
ducted from the amount of gross trans-
action accounts. The amount that may
be deducted may not exceed the
amount of gross transaction accounts.

(b) United States branches and agen-
cies of a foreign bank may not deduct
balances due from another TUnited
States branch or agency of the same
foreign bank, and United States offices
of an Edge or Agreement Corporation
may not deduct balances due from an-
other United States office of the same
Edge or Agreement Corporation.
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(c) Balances “due from other deposi-
tory institutions” do not include bal-
ances due from Federal Reserve Banks,
pass-through accounts, or balances
(payable in dollars or otherwise) due
from banking offices located outside
the United States. An institution exer-
cising fiduciary powers may not in-
clude in balances “due from other de-
pository institutions” amounts of trust
funds deposited with other banks and
due to it as a trustee or other fidu-
ciary.

(d) For institutions that file a report
of deposits weekly, required reserves
are computed on the basis of the insti-
tution’s daily average balances of de-
posits and Eurocurrency liabilities dur-
ing a 14-day computation period ending
every second Monday.

§204.5

(e) For institutions that file a report
of deposits quarterly, required reserves
are computed on the basis of the insti-
tution’s daily average balances of de-
posits and Eurocurrency liabilities dur-
ing the 7-day computation period that
begins on the third Tuesday of March,
June, September, and December.

(f) For all depository institutions,
Edge and Agreement corporations, and
United States branches and agencies of
foreign banks, required reserves are
computed by applying the reserve re-
quirement ratios below to net trans-
action accounts, nonpersonal time de-
posits, and Eurocurrency liabilities of
the institution during the computation
period.

Reservable liability

Reserve requirement

NET TRANSACTION ACCOUNTS:

$0 to reserve requirement exemption amount ($10.7 million) ..........cceueueee
Over reserve requirement exemption amount ($10.7 million) and up to

low reserve tranche ($58.8 million).

0 percent of amount.
3 percent of amount.

Over low reserve tranche ($58.8 million)

$1,443,000 plus 10 percent of amount over
$58.8 million.

Nonpersonal time deposits

0 percent.

Eurocurrency liabilities ......

0 percent.

[Reg. D, 74 FR 25637, May 29, 2009, as amend-
ed at 74 FR 52875, Oct. 15, 2009; 75 FR 65564,
Oct. 26, 2010]

§204.5 Maintenance of required re-
serves.

(a)(1) A depository institution, a U.S.
branch or agency of a foreign bank, and
an Edge or Agreement corporation
shall maintain required reserves in the
form of vault cash and, if vault cash
does not fully satisfy the institution’s
required reserves, in the form of a bal-
ance maintained

(i) Directly with the Federal Reserve
Bank in the Federal Reserve District in
which the institution is located, or

(ii) With a pass-through
respondent in accordance
§204.5(d).

(2) Bach individual institution sub-
ject to this part is responsible for satis-
fying its reserve balance requirement,
if any, either directly with a Federal
Reserve Bank or through a pass-
through correspondent.

(b)(1) For institutions that file a re-
port of deposits weekly, the balances

cor-
with

that are required to be maintained
with the Federal Reserve shall be
maintained during a 14-day mainte-
nance period that begins on the third
Thursday following the end of a given
computation period.

(2) For institutions that file a report
of deposits quarterly, the balances that
are required to be maintained with the
Federal Reserve shall be maintained
during each of the 7-day maintenance
periods during the interval that begins
on the fourth Thursday following the
end of the institution’s computation
period and ends on the fourth Wednes-
day after the close of the institution’s
next computation period.

(c) Cash items forwarded to a Federal
Reserve Bank for collection and credit
shall not be counted as part of the re-
serve balance to be carried with the
Federal Reserve until the expiration of
the time specified in the appropriate
time schedule established under Regu-
lation J, “Collection of Checks and
Other Items by Federal Reserve Banks
and Funds Transfers Through Fedwire”
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(12 CFR part 210). If a depository insti-
tution draws against items before that
time, the charge will be made to its ac-
count if the balance is sufficient to pay
it; any resulting impairment of reserve
balances will be subject to the pen-
alties provided by law and to the re-
serve-deficiency charges provided by
this part. However, the Federal Re-
serve Bank may, at its discretion,
refuse to permit the withdrawal or
other use of credit given in an account
for any time for which the Federal Re-
serve Bank has not received payment
in actually and finally collected funds.

(d)(1) A depository institution, a U.S.
branch or agency of a foreign bank, or
an Edge or Agreement corporation re-
quired to maintain reserve balances
(“respondent”) may select only one
pass-through correspondent institution
to pass through its required reserve
balances, unless otherwise permitted
by the Federal Reserve Bank in whose
District the respondent is located. Eli-
gible pass-through correspondent insti-
tutions are Federal Home Loan Banks,
the National Credit Union Administra-
tion Central Liquidity Facility, deposi-
tory institutions, U.S. branches or
agencies of foreign banks, and Edge
and Agreement corporations that
maintain required reserve balances,
which may be zero, at a Federal Re-
serve Bank. In addition, the Board re-
serves the right to permit other insti-
tutions, on a case-by-case basis, to
serve as pass-through correspondents.
The correspondent chosen must subse-
quently pass through the required re-
serve balances of its respondents di-
rectly to a Federal Reserve Bank. The
correspondent placing funds with a
Federal Reserve Bank on behalf of re-
spondents will be responsible for ac-
count maintenance as described in
paragraph (d)(4) of this section.

(2) Respondents or correspondents
may institute, terminate, or change
pass-through agreements for the main-
tenance of required reserve balances by
providing all documentation required
for the establishment of the new agree-
ment or termination of the existing
agreement to the Federal Reserve
Banks involved within the time period
provided for such a change by those Re-
serve Banks.

12 CFR Ch. Il (1-1-11 Edition)

(3) A correspondent that passes
through required reserve balances of
respondents shall maintain such bal-
ances, along with the correspondent’s
own required reserve balances (if any),
in a single commingled account at the
Federal Reserve Bank in whose Dis-
trict the correspondent is located. The
balances held by the correspondent in
an account at a Reserve Bank are the
property of the correspondent and rep-
resent a liability of the Reserve Bank
solely to the correspondent, regardless
of whether the funds represent the re-
serve balances of another institution
that have been passed through the cor-
respondent.

(4)(i) A pass-through correspondent
shall be responsible for assuring the
maintenance of the appropriate aggre-
gate level of its respondents’ required
reserve balances. A Federal Reserve
Bank will compare the total reserve
balance required to be maintained with
the total actual reserve balance held in
such account for purposes of deter-
mining required-reserve deficiencies,
imposing or waiving charges for defi-
ciencies in required reserves, and for
other reserve maintenance purposes. A
charge for a deficiency in the aggre-
gate level of the required reserve bal-
ance will be imposed by the Reserve
Bank on the correspondent maintain-
ing the account.

(ii) BEach correspondent is required to
maintain detailed records for each of
its respondents in a manner that per-
mits Reserve Banks to determine
whether the respondent has provided a
sufficient required reserve balance to
the correspondent. A correspondent
passing through a respondent’s re-
quired reserve balance shall maintain
records and make such reports as the
Board or Reserve Bank requires in
order to ensure the correspondent’s
compliance with its responsibilities for
the maintenance of a respondent’s re-
serve balance. Such records shall be
available to the Reserve Banks as re-
quired.

(iii) The Federal Reserve Bank may
terminate any pass-through agreement
under which the correspondent is defi-
cient in its recordkeeping or other re-
sponsibilities.

(iv) Interest paid on supplemental re-
serves (if such reserves are required
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under §204.7) held by a respondent will
be credited to the account maintained
by the correspondent.

(e) Any excess or deficiency in an in-
stitution’s required reserve balance
shall be carried over and applied
against the balance maintained in the
next maintenance period as specified in
this paragraph. The amount of any
such excess or deficiency that is car-
ried over shall not exceed the greater
of:

(1) The amount obtained by multi-
plying 0.04 times the sum of depository
institution’s required reserves and the
depository institution’s contractual
clearing balance, if any, and then sub-
tracting from this product the deposi-
tory institution’s clearing balance al-
lowance, if any; or

(2) $50,000, minus the depository in-
stitution’s clearing balance allowance,
if any. Any carryover not offset during
the next period may not be carried over
to subsequent periods.

[Reg. D, 74 FR 25638, May 29, 2009]

§204.6 Charges
ciencies.

(a) Deficiencies in a depository insti-
tution’s required reserve balance, after
application of the carryover provided
in §204.5(e), are subject reserve-defi-
ciency charges. Federal Reserve Banks
are authorized to assess charges for de-
ficiencies in required reserves at a rate
of 1 percentage point per year above
the primary credit rate, as provided in
§201.51(a) of this chapter, in effect for
borrowings from the Federal Reserve
Bank on the first day of the calendar
month in which the deficiencies oc-
curred. Charges shall be assessed on
the basis of daily average deficiencies
during each maintenance period. Re-
serve Banks may, as an alternative to
levying monetary charges, after con-
sideration of the circumstances in-
volved, permit a depository institution
to eliminate deficiencies in its required
reserve balance by maintaining addi-
tional reserves during subsequent re-
serve maintenance periods.

(b) Reserve Banks may waive the
charges for reserve deficiencies except
when the deficiency arises out of a de-
pository institution’s gross negligence
or conduct that is inconsistent with
the principles and purposes of reserve

for reserve defi-

§204.7

requirements. Decisions by Reserve
Banks to waive charges are based on an
evaluation of the circumstances in
each individual case and the depository
institution’s reserve maintenance
record. For example, a waiver may be
appropriate for a small charge or once
during a two-year period for a defi-
ciency that does not exceed a certain
percentage of the depository institu-
tion’s required reserves. If a depository
institution has demonstrated a lack of
due regard for the proper maintenance
of required reserves, the Reserve Bank
may decline to exercise the waiver
privilege and assess all charges regard-
less of amount or reason for the defi-
ciency.

(¢) In individual cases, where a Fed-
eral supervisory authority waives a li-
quidity requirement, or waives the pen-
alty for failing to satisfy a liquidity re-
quirement, the Reserve Bank in the
District where the involved depository
institution is located shall waive the
reserve requirement imposed under
this part for such depository institu-
tion when requested by the Federal su-
pervisory authority involved.

(d) Violations of this part may be
subject to assessment of civil money
penalties by the Board under authority
of Section 19(1) of the Federal Reserve
Act (12 U.S.C. 505) as implemented in 12
CFR part 263. In addition, the Board
and any other Federal financial insti-
tution supervisory authority may en-
force this part with respect to deposi-
tory institutions subject to their juris-
diction under authority conferred by
law to undertake cease and desist pro-
ceedings.

[Reg. D, 74 FR 25639, May 29, 2009]

§204.7 Supplemental reserve require-
ment.

(a) Finding by Board. Upon the affirm-
ative vote of at least five members of
the Board and after consultation with
the Board of Directors of the Federal
Deposit Insurance Corporation, the
Federal Home Loan Bank Board, and
the National Credit Union Administra-
tion Board, the Board may impose a
supplemental reserve requirement on
every depository institution of not
more than 4 percent of its total trans-
action accounts. A supplemental re-
serve requirement may be imposed if:

109



§204.8

(1) The sole purpose of the require-
ment is to increase the amount of re-
serves maintained to a level essential
for the conduct of monetary policy;

(2) The requirement is not imposed
for the purpose of reducing the cost
burdens resulting from the imposition
of basic reserve requirements;

(3) Such requirement is not imposed
for the purpose of increasing the
amount of balances needed for clearing
purposes; and

(4) On the date on which supple-
mental reserve requirements are im-
posed, the total amount of basic re-
serve requirements is not less than the
amount of reserves that would be re-
quired on transaction accounts and
nonpersonal time deposits under the
initial reserve ratios established by the
Monetary Control Act of 1980 (Pub. L.
96-221) in effect on September 1, 1980.

(b) Term. (1) If a supplemental reserve
requirement has been imposed for a pe-
riod of one year or more, the Board
shall review and determine the need for
continued maintenance of supple-
mental reserves and shall transmit an-
nual reports to the Congress regarding
the need for continuing such require-
ment.

(2) Any supplemental reserve require-
ment shall terminate at the close of
the first 90-day period after the re-
quirement is imposed during which the
average amount of supplemental re-
serves required are less than the
amount of reserves which would be re-
quired if the ratios in effect on Sep-
tember 1, 1980, were applied.

(c) Earnings Participation Account. A
depository institutions’s supplemental
reserve requirement shall be main-
tained by the Federal Reserve Banks in
an Earnings Participation Account.
Such balances shall receive earnings to
be paid by the Federal Reserve Banks
during each calendar quarter at a rate
not to exceed the rate earned on the se-
curities portfolio of the Federal Re-
serve System during the previous cal-
endar quarter. Additional rules and
regulations maybe prescribed by the
Board concerning the payment of earn-
ings on Earnings Participation Ac-
counts by Federal Reserve Banks.

(d) Report to Congress. The Board
shall transmit promptly to the Con-
gress a report stating the basis for ex-
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ercising its authority to require a sup-
plemental reserve under this section.
(e) Reserve requirements. At present,
there are no supplemental reserve re-
quirements imposed under this section.

[45 FR 56018, Aug. 22, 1980, as amended at 45
FR 81537, Dec. 11, 1980. Redesignated at 74 FR
25639, May 29, 2009]

§204.8 International banking facilities.

(a) Definitions. For purposes of this
part, the following definitions apply:

(1) International banking facility or
IBF means a set of asset and liability
accounts segregated on the books and
records of a depository institution,
United States branch or agency of a
foreign bank, or an Edge or Agreement
Corporation that includes only inter-
national banking facility time deposits
and international banking facility ex-
tensions of credit.

(2) International banking facility time
deposit or IBF time deposit means a de-
posit, placement, borrowing or similar
obligation represented by a promissory
note, acknowledgment of advance, or
similar instrument that is not issued
in negotiable or bearer form, and

(i)(A) That must remain on deposit at
the IBF at least overnight; and

(B) That is issued to

(I) Any office located outside the
United States of another depository in-
stitution organized under the laws of
the United States or of an Edge or
Agreement Corporation;

(2) Any office located outside the
United States of a foreign bank;

(3) A United States office or a non-
United States office of the entity es-
tablishing the IBF;

(4) Another IBF; or

() A foreign national government, or
an agency or instrumentality there-
of,10 engaged principally in activities
which are ordinarily performed in the
United States by governmental enti-
ties; an international entity of which
the United States is a member; or any

100ther than states, provinces, municipali-

ties, or other regional or local governmental
units or agencies or instrumentalities there-
of.
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other foreign international or supra-
national entity specifically designated
by the Board;!! or

(ii) (A) That is payable

(I) On a specified date not less than
two business days after the date of de-
posit;

(2) Upon expiration of a specified pe-
riod of time not less than two business
days after the date of deposit; or

(3) Upon written notice that actually
is required to be given by the depositor
not less than two business days prior to
the date of withdrawal;

(B) That represents funds deposited
to the credit of a non-United States
resident or a foreign branch, office,
subsidiary, affiliate, or other foreign
establishment (foreign affiliate) con-
trolled by one or more domestic cor-
porations provided that such funds are
used only to support the operations
outside the United States of the deposi-
tor or of its affiliates located outside
the United States; and

(C) That is maintained under an
agreement or arrangement under which
no deposit or withdrawal of less than
$100,000 is permitted, except that a
withdrawal of less than $100,000 is per-
mitted if such withdrawal closes an ac-
count.

(3) International banking facility exten-
sion of credit or IBF loan means any
transaction where an IBF supplies
funds by making a loan, or plac